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CORRUPTION IN THE UNITED NATIONS OIL- 
FOR-FOOD PROGRAM: REACHING A CON- 
SENSUS ON UNITED NATIONS REFORM 


MONDAY, OCTOBER 31, 2005 

U.S. Senate, 

Permanent Subcommittee on Investigations, 
Committee on Homeland Security 
AND Governmental Aefairs, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 1:03 p.m., in room 
342, Dirksen Senate Office Building, Hon. Norm Coleman, Chair- 
man of the Subcommittee, presiding. 

Present: Senators Coleman, Levin, and Pryor. 

Staff Present: Raymond V. Shepherd, III, Staff Director and 
Chief Counsel; Mary D. Robertson, Chief Clerk; Leland B. 
Erickson, Counsel; Mark L. Greenblatt, Counsel; Steven A. Groves, 
Counsel; Matthew S. Miner, Counsel; Mark D. Nelson, Counsel; 
Brian M. White, Professional Staff Member; Jay Jennings, Investi- 
gator; Phillip Thomas, Detailee, GAO; Richard Fahy, Detailee, ICE; 
Melissa Stalder, Intern; Elise J. Bean, Staff Director and Chief 
Counsel to the Minority; Dan M. Berkovitz, Counsel to the Minor- 
ity; Zachary I. Schram, Professional Staff Member to the Minority; 
and Scott MacConomy (Senator Pryor). 

OPENING STATEMENT OF CHAIRMAN COLEMAN 

Senator Coleman. Good afternoon. Today, the Permanent Sub- 
committee on Investigations holds its fourth hearing related to its 
investigation into corruption and mismanagement of the United 
Nations Oil-For-Food Program. I am very pleased today to be 
joined by Ranking Member Levin, who has participated in and sup- 
ported this investigation from the outset. Thank you. Senator 
Levin. 

For the past 18 months, the Subcommittee has explored many 
facets of this expansive scandal. We have collected millions of 
pages of documents from around the globe. The Subcommittee has 
reconstructed complex financial transactions, exposing shady oil 
deals and secret kickback agreements. We have interviewed scores 
of witnesses, including high-level officials from the Hussein regime. 

Almost a year ago, in November 2004, the Subcommittee held its 
first hearing entitled, “How Saddam Hussein Abused the U.N. Oil- 
For-Food Program.” We outlined the ways that Saddam made hard 
cash by subverting the program through kickbacks and surcharges. 
Charles Duelfer, the head of the Iraqi Study Group, testified as to 

( 1 ) 
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how that cash permitted Saddam to rebuild his military capacity. 
We also heard from Juan Zarate from the Department of Treasury, 
who testified about the possibility that Saddam’s cash was financ- 
ing the Iraqi insurgency. 

In February 2005, the Subcommittee held its second hearing, en- 
titled “The U.N.’s Management and Oversight of the Oil-For-Food 
Program.” At that hearing, we explored the effectiveness of the 
U.N.’s inspection agents, Cotecna and Saybolt Group. We also in- 
quired into the procurement of the contract awarded by the United 
Nations to Cotecna during a time when it employed the Secretary- 
General’s son, Kojo. 

Most recently, in May, the Subcommittee held a hearing entitled 
“Oil For Influence: How Saddam Used Oil to Reward Politicians 
Under the U.N. Oil-For-Food Program.” At that hearing, we ex- 
posed Saddam’s use of oil allocations to reward friends of the re- 
gime, including such notables as Vladimir Zhirinovsky and George 
Galloway. The evidence uncovered by the Subcommittee estab- 
lished that those men solicited oil allocations from Iraq in return 
for their continued support for the brutal Hussein regime. 

Today, we will look at the Oil-For-Food scandal in the context of 
United Nations reform. The gross mismanagement of the Oil-For- 
Food Program is a textbook example of the kinds of abuses that 
can occur in an organization lacking effective oversight, acceptable 
ethical standards, and accountable leadership. These shortcomings 
have given rise to other U.N. scandals, such as sexual abuse by 
peacekeepers and outright thievery by U.N. procurement officers. 

A considerable degree of consensus exists on the need for U.N. 
reform as well as the specific reforms required. The Secretary-Gen- 
eral himself has acknowledged as much. However, because of the 
structure of the United Nations and specifically the power of the 
General Assembly, enacting U.N. reform has proven to be more dif- 
ficult than prescribing it. The failure of the recent summit to reach 
agreement on things such as the basic structure, membership, and 
mandate of a new Human Rights Council to replace the discredited 
Human Rights Commission is a case in point. The summit also de- 
ferred key management reforms to a later date. 

The United Nations needs to make management reforms sooner 
rather than later if it is to prevent future scandals and restore its 
credibility. That is why I, along with Chairman Lugar of the For- 
eign Relations Committee, have introduced legislation giving the 
Administration additional leverage in negotiating reform at the 
U.N. Ambassador Bolton recently announced Administration sup- 
port for our bill and I look forward to its passage. I hope today’s 
hearing will also help move the United Nations toward immediate 
management reform. 

Over the long term, there are other issues to be considered, par- 
ticularly related to U.N. funding. Just eight countries pay 75 per- 
cent of the U.N. budget, yet have no more say in budget matters 
than countries that pay a fraction of 1 percent. Most U.N. contribu- 
tions come in the form of assessed dues rather than voluntary con- 
tributions, which allow a country to put its funds into those parts 
of the U.N. organization that are most effective and take funding 
away from those parts that are wasteful. Perhaps the best way to 
ensure more efficient use of U.N. funds in the long run is to move 
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toward a system where each U.N. entity must make its case and 
compete for dollars. 

I am an optimist. I believe the United Nations can be a positive 
force in the world. For example, Security Council cooperation fol- 
lowing the assassination of Rafik Hariri may yet succeed in bring- 
ing positive change in Lebanon and Syria. We have a long way to 
go before the United Nations will be worthy of the billions of dol- 
lars entrusted to it by the American taxpayer. Make no mistake, 
a United Nations that refuses to reform will lose the confidence of 
its biggest investors. 

We are fortunate to have several distinguished individuals here 
with us today to discuss the Oil-For-Food scandal and the impera- 
tive for U.N. reform. 

Our first presenter, who has graciously agreed to come forward 
to brief us on his report and his call for U.N. reform, is especially 
important since he has been investigating the same subject matter 
as the Subcommittee. The Independent Inquiry Committee (IIC) 
chaired by Paul Volcker has spent the last 18 months conducting 
a massive investigation, the size and scope of which are unprece- 
dented, to my knowledge. Mr. Volcker’s committee found that more 
than 2,200 companies worldwide paid kickbacks to the Hussein re- 
gime totaling more than $1.5 billion. The IIC also found that a 
quarter of a billion dollars in illegal surcharges were paid by oil 
purchasers. Mr. Volcker has been kind enough to join us today to 
brief us on the findings of his investigation and to give us his views 
as to how we should reform the United Nations. 

We are also joined today by former Speaker of the House Newt 
Gingrich, who co-chaired the congressionally mandated, bipartisan 
Gingrich-Mitchell Task Force on U.N. Reform. The report of the 
Task Force, entitled “American Interests and U.N. Reform,” is a 
hard-hitting analysis of many problems confronting the United Na- 
tions and the urgent need to reform the institution. The report fo- 
cuses on safeguarding human rights, ending genocide, repairing 
and reforming the management operations of the United Nations, 
and several other important issues. The report concludes that U.S. 
leadership is essential to bring about meaningful reform and that 
a successful effort will require bipartisan leadership in Washing- 
ton’s approach to the United Nations. 

Of particular significance, the report focuses on internal U.N. 
management reforms and concludes that the United Nations faces 
structural problems of oversight, accountability, management, and 
human resources management. It cites disagreements among U.N. 
member states a major contributing factor to a wide variety of in- 
ternal management problems. The report also criticizes limited in- 
ternal oversight, inadequate management systems, politicizing 
budgeting, and poor personnel practices. 

The Gingrich-Mitchell Task Force recommended a reform pro- 
gram that includes the establishment of an authoritative Inde- 
pendent Oversight Board, the creation of a chief operating officer, 
the establishment of effective policies on whistleblower protection, 
and ethics disclosure standards for top U.N. officials. 

In our third and final panel, we will hear from Thomas Melito 
of the Government Accountability Office and Robert Werner from 
the Department of Treasury’s Office of Foreign Assets Control. Mr. 
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Melito will update the Subcommittee on the status of our requested 
review of the operations and management of the U.N. Offices of In- 
ternal Oversight Services and the U.N. procurement system. With 
the recent indictment of the head of U.N. procurement, this review 
could not be more timely and appropriate. 

Mr. Werner will describe monitoring and oversight of U.S. sanc- 
tion programs, including the monitoring of the Oil-For-Food Pro- 
gram by the Department of Treasury. I am particularly concerned 
about the activities of U.S. companies, such as Bay oil, which was 
recently indicted by the Federal authorities out of the Southern 
District of New York in relation to the payment of illegal sur- 
charges to the Hussein regime. Senator Levin’s leadership in expos- 
ing the illicit activities of Bayoil has been a constant feature of the 
Subcommittee’s investigation and I am grateful for his hard work 
on this issue. I hope Mr. Werner’s testimony today will help us un- 
derstand how we can more effectively administer and enforce sanc- 
tions programs in the future. 

The Oil-For-Food scandal has been documented to be one of over- 
whelming proportion. The blame is all-encompassing. The program 
was set up in a way which allowed Saddam Hussein to choose to 
whom he sold oil. He used this power to influence foreign policy 
and reward those who spoke out favorably about the regime or op- 
posed sanctions. Ultimately, the program was a cash cow of illicit 
income to the regime. 

Member states received millions of dollars in financial incentives 
to turn a blind eye to kickbacks and corruption, and that is a “b” 
for billions rather than millions. The Secretary-General did not re- 
port the kickbacks to the Security Council and did little to oppose 
the surcharges. As the U.N.’s Chief Administrative Officer, it is un- 
tenable to suggest that the Secretary-General was not ultimately 
responsible for those failures. Private companies, including Amer- 
ican companies, paid the kickbacks and still made handsome prof- 
its. 

One of the questions that must be asked is, did Saddam believe 
that the U.N. Security Council would not act against him because 
of the millions of dollars he had spread around to those connected 
to member states? 

Many questions still remain about the extent of the scandal. Fur- 
ther legal action against those who participated in the bribery, 
fraud, and corruption will take many years to play out. 

It is important now to learn the lessons of Oil-For-Food and turn 
our focus to reforming the United Nations so that such a scandal 
will never again occur. The Oil-For-Food scandal and other dis- 
graceful episodes at the United Nations, such as sexual abuse in 
U.N. peacekeeping programs, have revealed the need for immediate 
and comprehensive U.N. management reform. The slow pace of 
U.N. internal management reform efforts, coupled with the failure 
of the General Assembly at the 2005 U.N. Reform Summit to ap- 
prove comprehensive management reforms, raises concerns about 
the organization’s ability at all levels to take urgently needed cor- 
rective action. 

I look forward to hearing from all of our distinguished pre- 
senters, and before I turn to Senator Levin, again. Chairman 
Volcker, I want to thank you for giving us this briefing. We appre- 
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ciate the opportunity to have you come before us and explain to us 
what you found in your report and also talk about U.N. reform. 

With that, I will turn to Senator Levin. 

OPENING STATEMENT OF SENATOR LEVIN 

Senator Levin. Mr. Chairman, thank you for many things, but 
also most importantly for your tenacity in examining the Oil-For- 
Food Program. I share your goal of strengthening the United Na- 
tions through needed management reforms and in also under- 
standing what the Oil-For-Food Program did — it did a lot of good 
things, critically important things, but it also failed in a number 
of important ways. 

The Oil-For-Food Program collected over $64 billion in Iraqi oil 
proceeds, spent somewhat over half for the people’s humanitarian 
needs, spent a little over a quarter for Kuwaiti reparations, and 
those were important goals. But the program was also the victim 
of kickback schemes that generated $229 million in illegal sur- 
charges on contracts to buy Iraqi oil and $1.5 billion in payoffs on 
contracts selling humanitarian goods. 

The kickback money is obviously a serious matter. We have put 
up a chart, ^ though, to get a full understanding of the Oil-For-Food 
Program and the way in which it was used by Saddam to obtain 
illicit income. The much-larger column on the chart is neither the 
kickbacks nor the surcharges. Those are the smaller columns, two 
of the three smaller amounts. The huge amount there, which rep- 
resented the vast majority of the illicit income that went to Sad- 
dam Hussein, were from oil sales that were made openly by Sad- 
dam Hussein against the rules of the United Nations. Those oil 
sales, which produced the vast bulk of the illicit income to Saddam 
Hussein, violated rules which member states of the United Nations 
had adopted, and yet they took place in broad daylight, mainly to 
Turkey, Jordan, and Syria, with the full awareness of the world 
community, including the United States. 

This Subcommittee has held four oversight hearings and issued 
six reports looking at the history of this program. While we were 
doing this, the Volcker Committee — and the Chairman Paul 
Volcker of that committee will testify here today — has conducted its 
own intensive review on behalf of the United Nations, issuing a 
number of reports with massive information as to how the Oil-For- 
Food Program operated and how it was abused by Saddam’s illicit 
schemes. 

The end result is that this Subcommittee has amassed a wealth 
of detailed information to help us analyze what went right, what 
went wrong, and what lessons should be learned. 

First, what went right. The facts and analysis show that the Oil- 
For-Food Program achieved its two principal objectives. It stopped 
Saddam Hussein from rearming and acquiring weapons of mass de- 
struction and it alleviated the starvation and massive health crisis 
that was overwhelming the Iraqi people. It is important to realize 
that international sanctions can work. They did work with Iraq. 


^See Exhibit No. 1, a chart entitled “Illicit Iraqi Income 1991—2003,” which appears in the 
Appendix on page 122. 
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Now, that was the conclusion of the State Department and of the 
Volcker Committee. 

Indeed, last year, the former U.S. Ambassador to the United Na- 
tions and Iraq, the current Director of National Intelligence, John 
Negroponte, said the following: “The U.S. Government supported 
the program’s general objective of creating a system to address the 
humanitarian needs of the Iraqi civilian population while main- 
taining strict sanctions enforcement of items that Saddam Hussein 
could use to rearm or reconstitute his WMD program. And,” Mr. 
Negroponte stated, “we believe the system that the Security Coun- 
cil devised by and large met those objectives.” 

In a report released in September, the Volcker Committee con- 
cluded, “The food supplies provided through the Oil-For-Food Pro- 
gram reversed a serious and deteriorating food crisis, preventing 
widespread hunger and probably reducing deaths to which mal- 
nutrition was contributing.” In terms of numbers, it can be esti- 
mated, for example, that there were some 360,000 fewer malnour- 
ished children in 2000 than there would otherwise have been. 

The Oil-For-Food Program’s achievements have been largely 
overshadowed by the corrupt actions taken by Saddam Hussein to 
undermine and to profit from the program. His corrupt acts in- 
cluded requiring companies that bought Iraqi oil to pay an illegal 
surcharge of 30 cents per barrel to Iraq instead of to the U.N. es- 
crow account. That netted his regime about $229 million, and we 
can see that item on the chart. 

Also, companies selling to Iraq humanitarian goods purchased 
with the oil sale proceeds paid Saddam a 10 percent kickback dis- 
guised as a so-called “after-sale service charge” or “inland transpor- 
tation fee.” Those kickbacks produced more than $1.5 billion for 
Saddam’s regime. We can see that column, as well, on the chart. 
The Volcker report released last week indicates that about half of 
the 4,500 companies that were active in the Oil-For-Food Program 
ended up making payoffs to the Saddam regime. 

But the biggest source of illicit revenue to Saddam Hussein 
throughout the sanctions period was from oil that Iraq sold to its 
neighbors, mainly Jordan, Turkey, and Syria, and demanded that 
they pay Iraq directly for the oil instead of paying into the U.N. 
escrow account. And although those oil sales were blatant viola- 
tions of the U.N. sanctions on Iraq, for more than a decade the 
United States and other U.N. countries looked the other way and 
allowed them to continue. 

The United Nations is not a law enforcement agency. It can’t 
prosecute anybody. It is completely dependent on its member coun- 
tries to police their nationals. Right now, there are no effective 
mechanisms for the United Nations to compel individual member 
countries to do what they should, and we will be interested to hear 
from today’s witnesses as to how to tackle that problem. 

We have to look not just at Saddam’s conduct and the conduct 
of the private sector which paid him kickbacks. In other words, we 
also have to look at our own country’s and other countries’ failures. 

In battling Saddam’s attempted corruption of the Oil-For-Food 
Program, the United States did some good as well as looking the 
other way for some things that should not have been allowed. On 
the good side of the equation, the United States helped to devise 
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a way to stop Iraq from manipulating the official selling price of 
Iraqi oil to facilitate the payment of illegal surcharges. In other 
words, the selling price was set by the United Nations, and the 
United States took a leadership role in this, to prevent Saddam 
from manipulating the selling price in order to obtain surcharges. 

But in other cases, the United States fell down on the job. For 
instance, we failed to do much of anything to ensure that U.S. per- 
sons were not paying illegal surcharges to the Saddam regime. The 
Minority staff report, which I have just released, describes the case 
of Bayoil, an American company that was the largest importer of 
Iraqi oil into the United States during the Oil-For-Food Program. 
And, by the way, the United States was the principal consumer of 
Iraqi oil during the program, importing over 50 percent of all the 
oil that left that country. 

The Bayoil case provides a stark history of inaction, inattention, 
and abdication of responsibility by United States authorities 
charged with enforcing sanctions against Iraq. We are going to go 
into that in some detail, but the bottom line is this — and I would 
ask that my entire statement be put in the record in this regard, 
Mr. Chairman. 

Senator Coleman. Without objection. 

[The prepared statement of Senator Levin follows:] 

PREPARED STATEMENT OF SENATOR CARL LEVIN 

For the past two years, a body of evidence has been building about what went 
right and what went wrong with the United Nations Oil-for-Food Program, one of 
the most ambitious undertakings in recent years by the international community. 

The Oil-for-Food program collected over $64 billion in Iraqi oil proceeds, spent $34 
billion on the Iraqi people’s humanitarian needs, and spent another $18 billion on 
Kuwaiti reparations. The program was also the victim of kickback schemes that 
generated $229 million in illegal surcharges on contracts to buy Iraqi oil and $1.5 
billion in payoffs on contracts selling humanitarian goods. 

While $1.8 billion in kickback money is a serious matter, as this chart shows, the 
illicit income generated from Oil-for-Food contracts was dwarfed by the $10 billion 
in illicit income that Saddam Hussein obtained from making sales of oil outside of 
the Oil-for-Food program. These oil sales took place in broad daylight, mostly to 
Turkey, Jordan, and Syria, with the open acknowledgment of the world community, 
including the United States. 

To date, this Subcommittee has held four oversight hearings and issued six re- 
ports which, among other matters, present case histories examining the payment to 
Saddam Hussein of illegal surcharges on Iraqi oil sales and of illegal kickbacks on 
Iraqi humanitarian contracts, the manipulation of Iraqi oil allocations to funnel 
money to political groups and individuals who supported Saddam Hussein, and 
Iraq’s illegal sale of 7 million barrels of oil to Jordan at an unauthorized port called 
Khor al Amaya while the United States and other U.N. member nations looked the 
other way. To compile this information, the Subcommittee staff reviewed thousands 
of documents and conducted scores of interviews, including sending a team to Bagh- 
dad to interview former Iraqi officials. 

At the same time, the Volcker Committee, whose Chairman Paul Volcker will tes- 
tify here today, has conducted its own intensive review, issuing five reports with 
massive information about how the Oil-for-Food program operated and how it was 
abused by Saddam’s illicit schemes. Before that, the U.S. Iraqi Survey Group head- 
ed by Charles Duelfer issued the first report that detailed key aspects of the OFF 
program. 

The end result is that the Subcommittee has amassed a wealth of detailed infor- 
mation to help us analyze what went right, what went wrong, and what lessons 
should be learned. 

First, what went right. The facts and analysis show that the Oil-for-Food program 
achieved its two core objectives. It stopped Saddam Hussein from rearming and ac- 
quiring weapons of mass destruction, and it alleviated the starvation and massive 
health crisis that was overwhelming the Iraqi people. It is important to realize that 
international sanctions can work and did work here. 
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That has heen the conclusion of hoth the U.S. State Department and the Volcker 
Independent Inquiry Committee. Last year, for example, former U.S. Ambassador 
to the United Nations and Iraq, and current Director of National Intelligence John 
Negroponte testified: 

“The U.S. Government supported the program’s general objective of creating a 
system to address the humanitarian needs of the Iraqi civilian population, while 
maintaining strict sanctions enforcement of items that Saddam Hussein could use 
to rearm or reconstitute his WMD program. We believe the system the Security 
Council devised by and large met those objectives.” 

In a report released in September, the Volcker Committee concluded: 

“The food supplies provided through the [Oil-for-Food program] reversed a serious 
and deteriorating food crisis, preventing widespread hunger and probably reducing 
deaths to which malnutrition was contributing. ... In terms of numbers, it can be 
estimated, for example, that there were some 360,000 fewer malnourished children 
in 2000 than there would otherwise have been.” 

The Oil-for-Food program’s achievements have become largely overshadowed, 
however, by the corrupt actions taken by Saddam Hussein to undermine and profit 
from the program. His corrupt acts included requiring companies that bought Iraqi 
oil to pay an illegal surcharge of 30 cents per barrel to Iraq instead of to the U.N. 
escrow account, which netted his regime about $229 million. (See chart) Also, com- 
panies selling Iraq humanitarian goods purchased with the oil sale proceeds paid 
Saddam a 10% kickback disguised as a so-called “after sale service charge” or “in- 
land transportation fee.” Those kickbacks produced more than $1.5 billion for the 
Hussein regime. The Volcker report released last week indicates that over 2,200 
companies, or about half of the 4,500 companies active in the OFF program, ended 
up making payoffs to the Hussein regime. 

The biggest source of illicit revenue to Saddam Hussein throughout the sanctions 
period was from oil that Iraq sold to its neighbors, mostly Jordan, Turkey, and 
Syria, and demanded that they pay Iraq directly for the oil instead of paying the 
U.N. escrow account. These oil sales produced for Iraq illicit income totaling nearly 
$10 billion. Although these oil sales were blatant violations of the U.N. sanctions 
on Iraq, for more than a decade the United States and other U.N. countries looked 
the other way and allowed them to continue. 

Saddam Hussein was intent on lifting the U.N. sanctions that were frustrating 
his efforts to rearm Iraq. Over the years, he succeeded in generating billions of dol- 
lars in illicit revenues outside of the Oil-for-Food program. He also corrupted thou- 
sands of companies and damaged the reputation of the United Nations. 

While the United Nations was a target and a victim of Saddam Hussein’s corrup- 
tion, it also deserves a measure of blame for some of the problems that existed with 
the Oil-for-Food program and the illicit oil sales that circumvented it. The head of 
the Oil-for-Food program appears to have accepted bribes, and management weak- 
nesses, including weak auditing, procurement, and personnel functions left the 
United Nations open to abuse by a determined and corrupt foe. At the same time, 
there is little evidence that Saddam was actually able to influence the foreign policy 
of any country — let alone the Security Council of the United Nations — through any 
of the schemes he devised for that purpose. 

One lesson to be learned from the Oil-for-Food investigations is that the United 
Nations needs to strengthen its oversight efforts. It needs a strong, independent, 
and adequately funded auditor of U.N. programs. It needs a stronger, more trans- 
parent procurement system and contract bidding process. It needs stronger conflicts 
of interest prohibitions for U.N. personnel. And it needs specific anti-corruption 
measures designed to protect programs, detect problems, and refer suspicious con- 
duct to member countries for further action. 

Another lesson that ought to be learned is that the United Nations is not a law 
enforcement agency. It cannot prosecute anyone. It is completely dependent upon its 
member countries to police their nationals. Right now, there are no effective mecha- 
nisms for the United Nations to compel individual member countries to do what 
they should, and I will be interested to hear from today’s witnesses about how to 
tackle that problem. 

Another lesson is one learned from evaluating the conduct of our own government. 
In some cases, the United States was a leader in battling Saddam’s attempted cor- 
ruption of the OFF program, for example, by helping to devise a way to stop Iraq 
from manipulating the official selling price of Iraqi oil to facilitate the payment of 
illegal surcharges. In other cases, however, the United States fell down on the job. 

For example, the United States failed to do much of anything to ensure that U.S. 
persons were not paying illegal surcharges to the Hussein regime. The Minority 
Staff report I have just released describes the case of Bayoil, an American company 
that was the largest importer of Iraqi oil into the United States during the Oil-for- 



9 


Food program. The United States was the principal consumer of Iraqi oil during the 
program, importing over 50% of all oil that left that country. The Bayoil case pro- 
vides a stark history of inaction, inattention, and abdication of responsibility by tj.S. 
authorities charged with enforcing sanctions against Iraq. 

In early 2001, the U.N. Oil Overseers — the oil industry experts employed by the 
United Nations to help oversee Iraqi oil sales — became concerned over reports that 
purchasers of Iraqi oil were delivering and selling that oil in unapproved markets. 
This issue was important, because the price of Iraqi oil was set, in part, according 
to where the oil was supposed to be delivered. Oil sent to North America, for exam- 
ple, was priced lower than oil sent to Europe, in part to compensate for the cost 
of transporting the oil across the Atlantic Ocean. U.N. contracts required oil pur- 
chasers to actually deliver the oil to the specified destination. Absent those require- 
ments, Iraqi oil purchasers could, for example, sell lower-priced oil that was sup- 
posed to be sent to North America in the higher-priced European market, making 
not only unintended profits, but also cheating the U.N. escrow account out of money 
that should have been paid for the higher-priced oil sold in Europe — money that 
would have been spent on the humanitarian needs of the Iraqi people. 

In early 2001, the U.N. Oil Overseers were especially concerned about destination 
switching, because Saddam Hussein had just imposed illegal surcharges of 26 or 30 
cents per barrel of Iraqi oil, and the Oil Overseers were worried that destination 
switching was being used to obtain the illicit revenues needed to pay the illegal sur- 
charges. 

The Oil Overseers asked Bayoil, among others, for documentation proving that 
the oil they bought had actually been delivered to the destinations specified in their 
contracts. After Bayoil repeatedly refused to cooperate, the U.N. Oil Overseers 
asked the U.S. State Department for help. 

On August 17, 2001, the State Department, in turn, asked the U.S. Department 
of Treasury’s Office of Foreign Assets Control or “OFAC” — the agency charged with 
enforcing U.S. sanctions regimes — to require Bayoil to give the United Nations the 
information it wanted about specific oil shipments. Five months later, after no infor- 
mation was forthcoming, the U.N. Oil Overseers again asked the U.S. State Depart- 
ment for help, and the State Department again simply passed the request on to 
OFAC with no follow through. 

Finally, eight months after the U.N. Oil Overseers first asked for help, OFAC 
wrote to Bayoil in April 2002, and made a general request that the company provide 
a report on its licensed activities in Iraq. OFAC failed to ask Bayoil for the informa- 
tion requested by the United Nations about specific oil shipments and failed to in- 
struct Bayoil to cooperate with the U.N. Oil Overseers. In May, Bayoil responded 
that had no licensed activities in Iraq, because it had no direct oil sales contracts 
with Iraq, and assumed OFAC was not asking about its other, indirect purchases 
of Iraqi oil. OFAC never followed up, except to ask Bayoil’s permission to forward 
its non-responsive letter to the United Nations. Bayoil wrote that its letter could 
be given to the State Department, but not to anyone else, including the United Na- 
tions. In the end, OFAC never even provided Bayoil’s letter to the State Depart- 
ment, much less to the United Nations. 

As today’s Minority Staff report demonstrates, the Bayoil information that had 
been sought by the United Nations from the United States in 2001 and 2002, was 
significant. Records later obtained by the Subcommittee indicate that, in 2001, 
Bayoil switched destinations on at least two shipments carrying over 4 million bar- 
rels of Iraqi oil and obtained at least $7.5 million in illicit income from this trans- 
atlantic shell game. Bayoil obtained those millions at the expense of the U.N. escrow 
account for the humanitarian needs of the Iraqi people, and improperly paid mil- 
lions of dollars in higher fees to the companies that provided that oil. Those compa- 
nies, in turn, paid millions of dollars in illegal surcharges demanded by Saddam 
Hussein. 

By failing to respond to the United Nations’ repeated requests for assistance in 
monitoring and enforcing the Oil-for-Food program requirements, U.S. authorities 
impaired the oversight of the OFF program and efforts to deter the payment of ille- 
gal surcharges to Saddam Hussein. 

OFAC was not merely negligent in failing to assist the U.N. Oil Overseers, it also 
abdicated its responsibility to enforce its own regulations. 

The Oil for Food program shows that international sanctions can work. It also 
shows how a determined country can damage the United Nations by tainting its 
programs with fraud. And it shows how important it is that all U.N.-member na- 
tions vigilantly enforce the sanctions regime. I commend Chairman Coleman for his 
tenacity in examining this program, and I also share his goal of strengthening the 
United Nations through needed management reforms. 
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Senator Levin. But the bottom line is this. We knew, the United 
States knew and other nations of the United Nations knew that oil 
was being sold directly to a number of countries by Iraq, circum- 
venting the Oil-For-Food Program, which required that oil be sold 
by Iraq according to a very clear structure and that the money be 
deposited in a U.N. escrow account so that it could be spent for hu- 
manitarian purposes. Those requirements, those United Nations 
rules that we agreed to and helped put in place, were clearly vio- 
lated and helped to produce over $10 billion that went into Saddam 
Hussein’s pocket. 

And when the United Nations asked us, the United States, for 
information that would allow it to enforce its sanctions, I am afraid 
that the Treasury Department and OF AC ignored the request. We 
ignored the pleas, the urgent pleas from the United Nations that 
we provide it information on Bayoil and what those shipments 
were because the United Nations had the clear hunch, and we 
could have proven that if we had pressed Bayoil for the information 
that a number of Bayoil sales — and we are just talking here about 
Bayoil — ^but that a number of Bayoil sales clearly circumvented the 
U.N. rules. 

We have got to try to figure out how we can do better when it 
comes to our country and other countries enforcing sanctions, be- 
cause again, it takes the member nations of the United Nations to 
enforce these sanctions. The United Nations cannot enforce them 
on their own. 

Mr. Chairman, again, I want to commend you and thank you. 
You have shown tenacity here, leadership, sometimes despite some 
criticism from certain places overseas, and you have stayed the 
course and we commend you for it. 

Senator Coleman. Thank you. Senator Levin. 

Senator Coleman. Senator Pryor. 

OPENING STATEMENT OF SENATOR PRYOR 

Senator Pryor. Mr. Chairman, I just ask that my statement be 
part of the record. 

Senator Coleman. Without objection. 

[The statement of Senator Pryor follows:] 

PREPARED statement OF SENATOR PRYOR 

Thank you, Mr. Chairman. The oil for food program was the centerpiece of a long- 
standing U.N. Security Council effort to alleviate human suffering in Iraq while 
maintaining key elements of the 1991 Gulf war-related sanctions. In order to ensure 
that Iraq remained contained and that only humanitarian needs were served by the 
program, the program imposed controls on Iraqi oil exports and humanitarian im- 
ports. All Iraqi oil revenues legally earned under the program were held in a U.N.- 
controlled escrow account and were not accessible to the regime of Saddam Hussein. 

The program was in operation from December 1996 until March 2003. Observers 
generally agree that the program substantially eased, but did not eliminate, human 
suffering in Iraq. However, growing regional and international sympathy for the 
Iraqi people resulted in a pronounced releixation of regional enforcement — or even 
open defiance — of the Iraq sanctions. The United States and other members of the 
United Nationals Security Council were aware of billions of dollars in oil sales by 
Iraq to its neighbors in violation of the U.N. sanctions regime and outside of the 
OFFP, but did not take action to penalize states engaged in illicit oil trading with 
Saddam Hussein’s regime. Until 2002, the United States argued that continued 
U.N. sanctions were critical to preventing Iraq from acquiring equipment that could 
be used to reconstitute banned weapons of mass destruction (WMD) programs. In 
2002, the Bush Administration asserted that sanctions were not sufficient to contain 
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a mounting threat from Saddam Hussein’s regime and the Administration decided 
that the military overthrow of that regime had become necessary. 

The program terminated following the fall of Saddam Hussein’s regime, the as- 
sumption of soveignty by an interim Iraqi government on June 28, 2004, and the 
lifting of Saddam-era U.N. sanctions. However, since the fall of the regime, there 
have been new allegations of mismanagement and abuse of the program, including 
allegations that Saddam Hussein’s regime manipulated the program to influence 
U.N. officials, contractors, and politicians and businessmen in numerous countries. 
New attention also has been focused on Iraq’s oil sales to neighboring countries out- 
side the control or monitoring of the U.N. OFFP. I am pleased that the Sub- 
committee is holding this important hearing and I look forward to the testimony of 
our distinguished panel of witnesses. 

Senator Coleman. Chairman Volcker, it is a great pleasure to 
have you with us. Again, I thank you for accommodating us with 
the opportunity to hear from you and to be briefed on your inquiry 
and your focus on recommendations for U.N. reform. 

BRIEFING BY HON. PAUL A. VOLCKER, i CHAIRMAN, INDE- 
PENDENT INQUIRY COMMITTEE (HC) INTO THE UNITED NA- 
TIONS OIL-FOR-FOOD PROGRAMME, NEW YORK, NEW YORK 

Mr. Volcker. Thank you, Mr. Chairman, Senator Levin, and 
Senator Pryor. As you are aware, the Independent Inquiry Com- 
mittee of the United Nations into the United Nations Oil-For-Food 
Program last Thursday issued its final report. It is rather a sub- 
stantial volume, as you can see here. In that light, your request for 
an informal briefing is timely, and as chairman of the committee, 
I am glad to respond. 

In doing so, I should emphasize that our inquiry has been an 
international effort. My two fellow committee members are Justice 
Richard Goldstone, widely known and respected for leading inves- 
tigations both in South Africa and for war crime tribunals, and 
Professor Mark Pieth from Switzerland, who has actively led work 
in the OECD and elsewhere on efforts to curb corporate corruption 
and money laundering. Over half of our roughly 75-person staff of 
attorneys, investigators, forensic accountants, and administrators 
is from 27 other countries. 

On September 7, we issued a lengthy report reviewing in detail 
the overall management of the Oil-For-Food Program by the Secu- 
rity Council, the U.N. Secretariat led by Secretary-General Kofi 
Annan, and nine U.N. -related agencies. Each of those bodies had 
substantial and often overlapping responsibilities for implementing 
the program. That detailed report concluded that the Administra- 
tion by the Security Council, the Secretariat, and certain U.N. 
agencies failed in important respects and was indeed marred by 
corruption. I draw your attention particularly to the brief preface 
to that report, which has been made available to Subcommittee 
members. 

Our even larger final report reviews the program from a different 
angle. Specifically, it describes the ways and means by which Sad- 
dam Hussein, the Saddam Hussein regime in Iraq, manipulated 
the Oil-For-Food Program to its own ends. As a result of that ma- 
nipulation and with the complicity of thousands of companies, 
other entities and individuals, close to $2 billion was siphoned off 
illicitly into the coffers of the former Iraq regime at the expense of 


^The prepared statement of Mr. Volcker appears in the Appendix on page 53. 
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its own suffering population. One result was to reduce the amount 
of funds available to the new Government of Iraq today. 

Our report contains a detailed analysis and a number of specific 
examples of the manner in which the so-called surcharges were im- 
posed by Iraq on those purchasing Iraq oil, while kickbacks were 
required from those supplying humanitarian goods under the pro- 
gram. What stands out to me from that analysis is not only the in- 
dividual instances of corruption and failures of sufficient diligence 
by important U.N. contractors, important as that is. The overriding 
theme is the politicization of the process. 

Saddam plainly chose to favor those nations, companies, and in- 
dividuals that he felt, rightly or wrongly, would assist his efforts 
to end the sanctions imposed at the end of the Gulf War. It is also 
true, as our earlier reports have emphasized, that political dif- 
ferences and pressures within the U.N. organization itself. Security 
Council, Secretariat, and some U.N. agencies, frustrated appro- 
priate and effective response to the manipulation and corruption of 
the program. 

What I particularly want to emphasize is that the corruption of 
the program by Saddam and by many participants, and it was sub- 
stantial, could not have been nearly so pervasive if there had been 
more disciplined management by the United Nations and its agen- 
cies. In that sense, the last report reinforces and underscores the 
need for fundamental and wide-ranging administrative reform, the 
point that we emphasized in delivering our report last month. That 
is, I think, the central point that emerges from our whole inquiry. 

Let me try to put this in perspective. The Oil-For-Food Program 
presented a very large, very complicated challenge to the United 
Nations. It was the mother of all U.N. humanitarian programs. It 
involved more financial flows than all the ordinary operations of 
the organization. Thousands of new employees were required and 
hired, and the Oil-For-Food Program was not just a humanitarian 
program, it was an integral part of the effort to maintain sanctions 
against Iraq and to keep Saddam from obtaining and maintaining 
weapons of mass destruction. 

In both of these objectives, humanitarian and security, it had a 
measure of success, but that success came with a high cost — in my 
judgment, a really intolerable cost — of grievously wounding con- 
fidence in the competence and even the integrity of the United Na- 
tions. 

In terms of money alone, the illicit payments to the Saddam re- 
gime within the Oil-For-Food Program were dwarfed by Iraq oil 
trade with Jordan, Turkey, and Syria, as Senator Levin has just 
mentioned, in violation of the Security Council sanctions. Over the 
years of the program, that smuggling amounted to more than $8 
billion. Including the years before the program, it was more than 
$10 billion. The smuggling, at least in direction, if not in amount, 
became known to the Security Council and specifically to the 
United States, but no action was taken to deal with it. I have little 
doubt that laxity in that respect, a willful closing of eyes, if you 
will, was symptomatic of attitudes that led to lax administration 
more generally. 

The Oil-For-Food Program may be unique, never to be repeated, 
but other large and complex challenges — humanitarian, environ- 
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mental genocidal, or others — are sure to appear alone or in com- 
bination. What is at stake is whether the organization will be able 
to act effectively, whether it will have the funds, the professional 
confidence, and the administrative leadership to respond. 

Those are not just technical requirements. They are necessary to 
support any claim the U.N. organization can make to competence 
and credibility, and without credibility and confidence, legitimacy 
cannot be sustained. 

The committee’s simple conclusion is that administrative reform 
is, indeed, urgently needed if the United Nations is to be looked to 
in the future to deal with large humanitarian, environmental, gen- 
ocidal, and other threats. All too often, crises come with little warn- 
ing. They extend across national borders and beyond the political 
and management capacity of individual countries or ad hoc coali- 
tions. Then there will be a demand for the United Nations to re- 
spond. But if the organization itself is unable to command con- 
fidence in its administrative procedures and competence and in its 
honesty, then it, too, will have lost its capacity to respond effec- 
tively. 

In essence, we emphasize four areas where prompt reform is es- 
sential. First, in initiating and improving U.N. intervention in crit- 
ical and administratively complex areas, the Security Council 
needs to clarify purpose and criteria. Execution could then be clear- 
ly delegated to the Secretariat and appropriate agencies with un- 
derstood lines of reporting responsibility. That was lacking in the 
case of the Oil-For-Food Program. 

Second, that delegation and the capacity to carry it out effec- 
tively will require a substantially stronger focus on administrative 
responsibility. Experience indicates that necessary focus and capac- 
ity is not likely to be found in the Office of the Secretary-General, 
as presently instituted. Secretaries-General, understandably, are 
preoccupied by political and diplomatic concerns. They are chosen 
in that light. Experience indicates that subordinate appointees, 
whatever their formal responsibilities for the Administration is, 
have simply been unable to enforce the discipline necessary. 

Hence, we recommend that a position of chief operating officer 
should be created with the incumbent, like the Secretary-General 
himself, nominated by the Security Council and approved by the 
General Assembly. While reporting to the Secretary-General, the 
new COO would then have his status confirmed by direct access to 
the Security Council with clear authority for planning and per- 
sonnel practices that emphasize professional and administrative 
talent. 

Third, internal control, auditing, and investigatory functions 
need to be strongly reinforced. We believe that will require a strong 
independent oversight board with adequate staff support and the 
capacity to fully review budgeting and staffing of accounting and 
auditing functions. 

Fourth, in large programs extending by their nature over more 
than one operating arm or agency of the United Nations with a 
common source of funds, the Security Council and the Secretary- 
General must demand effective coordination from the start. A clear 
and agreed memorandum of understanding should be reinforced by 
common accounting and auditing standards. 
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I realize that those recommendations, for the most part, mostly 
parallel those by others who have assessed the work of the United 
Nations, including the group headed by Mr. Gingrich and Mr. 
Mitchell. Nonetheless, I believe the IIC adds something unique to 
the discussion. The IIC investigation, so far as I know an investiga- 
tion unparalleled in intensity of a major U.N. program, provides 
unambiguous evidence of a systemic problem. 

I won’t claim — no one can — that our review has touched every as- 
pect of the Oil-For-Food Program with its thousands of contractors, 
the number of member states involved, and the difficult working 
environment. We do feel confident, however, in the judgment that 
real reform is needed. Verbal and moral support of that objective 
is not enough. Clear benchmarks for progress must be set, and it 
is the member states themselves through the General Assembly 
and otherwise that must drive the process. 

As things stand, the United Nations simply has lost the credi- 
bility and the confidence in its administrative capacity necessary 
for it to meet large challenges that seem sure to arise in the future. 
But I believe our investigation can have a different and more satis- 
factory result. My hope is that it can be a catalyst, a needed 
springboard for a truly effective reform effort, an effort that for too 
long has been more a matter for talk than for action. 

Thank you very much. 

Senator Coleman. Thank you. Chairman Volcker. 

First, I do want to compliment you on the report. It made for 
some interesting reading this weekend, but clearly, your investiga- 
tors under your direction did a very thorough job of identifying a 
great litany of problems. 

I just want to touch upon one of the comments you made in your 
testimony. You talked about the importance of a new COO, Chief 
Operating Officer. U.N. reform has been an issue of discussion 
going back for many years. I believe that when the position of — was 
it Deputy Louise Frechette’s position — the Deputy Secretary-Gen- 
eral, was one that was originally supposed to be somebody who 
would be responsible for reform. 

So my question is, is it a structural issue? Is it one in which you 
actually have to have somebody appointed independent of the Sec- 
retary-General, or is it a personnel issue? If you don’t have a Sec- 
retary-General focused on reform, if he doesn’t pick somebody who 
has the capacity to do the job that at least it was anticipated they 
would have the powers to do, then you have a problem. So help me 
understand. Do you see it as a structural change or simply the per- 
sonnel involved? 

Mr. Volcker. I think it is a systemic problem in the sense that 
the only mention of the Secretary-General in the charter says he 
is the chief administrative officer and I don’t think the people who 
designed the charter had any idea of the responsibilities that this 
U.N. organization would have 50 years later, 60 years later, with 
191 countries. I think there are 19, now, peacekeeping operations 
active in the world, and we have a kind of program like the Oil- 
For-Food Program. In my judgment, the responsibilities of the Sec- 
retary-General are going to be focused on diplomatic and political 
affairs and the administrative side doesn’t get the attention that it 
needs in a highly-politicized organization. 
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Now, there have been a number of attempts to deal with this. In 
my own memory, going back 15 years or so, Dick Thornburgh was 
once there as the Administrative Undersecretary. He was replaced 
by Mr. Connors, considered a strong executive. As you mention, 
Louise Frechette became Deputy Secretary-General in order to 
strengthen the administrative side. All of that has failed, it ap- 
pears to me, because these people have not been able to assume the 
authority that they need to have to enforce administrative dis- 
cipline in that organization. Other officials would say, look, I am 
an Under Secretary. I am an Assistant Secretary-General. I have 
as much authority as you do. That seems to me the case. And no 
one has been able to have the necessary kind of administrative con- 
trol. 

So our thought is to get somebody there that is going to have the 
authority. You had better get them appointed by or nominated by 
the Security Council and approved by the General Assembly so 
that he clearly has the status of strength in dealing with the orga- 
nization generally. And a lot of other of these subsidiary reforms, 
hopefully, will follow because he will have the strength to enforce 
them. 

Senator Coleman. I want to just touch a little bit, having gone 
through the report, on the past. Chairman Volcker, one of the 
things that strikes me is the kind of pattern of manipulation. I 
have also been struck by the responses. You have folks denying, de- 
nying, denying, up until the point that you show them a receipt 
with money in their bank account, a receipt or a contract that they 
signed with the Iraqis. I mean, the pattern is pretty clear. 

One, the Iraqis kept pretty substantial documents, so they docu- 
mented the surcharges. They documented to whom they gave the 
allocations, is that correct? 

Mr. Volcker. Yes. 

Senator Coleman. It is also pretty clear from the testimony of 
a number of individuals — Tariq Aziz being one, I think the Min- 
ister of Oil, was it Rashid, another — it made it very clear that part 
of the program was set up, but when they realized that they con- 
trolled who got the oil, they used the oil to benefit folks who were 
friendly to them or who took anti-sanctions positions, but who 
helped the regime, and they used this in a way to reward and per- 
haps encourage future, from their perspective, positive conduct. 
Would that be a fair statement? 

Mr. Volcker. Yes, that is fair. 

Senator Coleman. And so what you have then is you have the 
regime making decisions, Aziz and others making decisions about 
who gets the allocations. You have Iraqi documents that identify, 
these are the people who get the allocation. And then you have 
those folks, in effect, giving them or passing them over to compa- 
nies that actually lifted the oil, Bayoils, Tauruses, and others. 

And in exchange, what Bayoil would do is give a commission 
back to the politician or the journalist, George Galloway or 
Zhirinovsky, who is presently in the Russian Parliament, or others, 
but that was the system. They would then — some of those individ- 
uals would actually have agents operating on their behalf Some of 
them didn’t want to personally get the money in their pocket 

Mr. Volcker. It is fairly complicated. 
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Senator Coleman. But the pattern is the same, in effect, as you 
go through this report, a very similar pattern. Iraqis identified peo- 
ple who were helpful. They arranged to give them oil alloca- 
tions — 

Mr. VOLCKER. If I may say, that pattern became evident in the 
year 2000 or so when they began demanding the oil surcharges and 
the kickbacks. Earlier, it tended to be more direct. 

Senator Coleman. And what you have, then, is ultimately what 
you were able to get and our Subcommittee got was bank records 
that would actually trace — and we could trace a payment from 
Taurus Oil to Fawaz Zuraiqat and then we trace Zuraiqat making 
a payment to Galloway’s wife or the Marian Appeal. You had pay- 
ments, I believe, to Benon Sevan, but not to him directly. I think 
that his wife also got payments 

Mr. VoLCKER. Well, in Benon Sevan’s case, there were cash pay- 
ments to him out of an intermediary account and those cash pay- 
ments, at least the ones we identified, ended up in accounts in the 
United States in cash, both to him and his wife. 

Senator Coleman. I think in regard to Zhirinovsky, the Russian, 
I think there were payments to his son 

Mr. VOLCKER. I don’t remember that one. 

Senator Coleman. But in any case, the pattern of payments, ei- 
ther to an individual or somebody, was not unusual. That was the 
pattern. And the Iraqis whom you spoke with, whether it was Aziz 
or the Minister of Oil, again, they said this was a system and the 
system for them worked. 

My question is, did the Iraqis believe that they were able to im- 
pact the conduct of member states as a result of this system of 
kickbacks and oil allocations? 

Mr. VOLCKER. I think all I can say is they were trying. I don’t 
know whether they did or whether they didn’t, and that would be 
a matter, I am sure, of some dispute. But I don’t think there is any 
question that the evidence shows that in many cases, anyway, in 
making these so-called allocations, they thought of it as rewarding, 
and I presume encouraging, people that would publicly or other- 
wise be taking a position they interpreted as favorable to Iraq. 

Senator Coleman. In particular with the Russians, who I believe 
got $19.3 billion worth of oil allocations. They were very active in 
trying to lift the sanctions and they opposed the U.S. and British 
efforts to impose retroactive pricing. 

Mr. VoLCKER. Well, that is true. What the cause and effect is, 
of course, it is hard to know what people hide in their mind. But 
they undoubtedly thought that they were rewarding people in a 
country that was taking positions friendly to them. 

Senator Coleman. And is your own sense that, just your own 
opinion that they were successful 

Mr. VoLCKER. I can’t speculate on that. I’m not sure that behav- 
ior changed. 

Senator Coleman. Let me, in the time I have, talk a little bit 
about reform. Unfortunately, your report came out right after the 
last meeting with the United Nations. 

Mr. VOLCKER. Yes. 

Senator Coleman. Were you in contact with U.N. officials before 
the report came out? Did they understand the scope and mag- 
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nitude? I mean, you had a number of reports. That last report, 
were they aware of what you were going to find before it was pub- 
lished? 

Mr. VOLCKER. Well, they certainly are aware we were finding 
many difficulties and were going to make recommendations. I had 
indicated to the Secretary-General when I took this job in the first 
place that I wasn’t going to do it unless we could make rec- 
ommendations when we got finished, so they weren’t surprised we 
made recommendations. 

I don’t remember just when we may have talked with them about 
these two specific recommendations which are kind of at the heart 
of it. There couldn’t have been any doubt in their mind that we 
were going to criticize their control apparatus and the lack of inde- 
pendence and strengths of the auditing department and strengths 
of the inspection department because they were subjects of earlier 
reports. So there wouldn’t have been any doubt in their mind about 
that. I don’t remember the Chief Operating Officer idea, just when 
I introduced that to them. 

Senator Coleman. But the results of the reform summit cer- 
tainly don’t indicate a ready acceptance of these changes, a willing- 
ness to move forward quickly. Some of the concerns that we have 
here is the timing that is in place 

Mr. VOLCKER. I think many of the proposals that have been 
talked about, including those by the Secretary-General himself, in 
a general way in direction parallel what we are talking about. 
Whether they are strong enough or effective enough is the ques- 
tion, and you are right. It kind of got blurred over at the time of 
the summit meeting. I am sorry that our report didn’t come earlier, 
but to do the kind of job we had to do, we couldn’t get it out any 
earlier. 

But the way I look at it, anyway, is the critical time for whether 
they have done the job or not is not tomorrow, it is not next month, 
it is not even this year. By the time of the next General Assembly 
meeting, will some of this, the key reforms, be put in place and op- 
erating? I think there are obvious questions. It is one thing for us 
to say you need an independent oversight body, and I think they 
need it. But just how that is structured obviously involves a lot of 
interesting questions. The responsibilities for the Chief Operating 
Officer involves some interesting questions. And there is a whole 
flow of other questions about conflict of interest rules, ethical rules, 
employment rules, disclosure rules, that presumably will flow from 
this. 

So I would rather they get it right than get it next month. But 
I think you are going to put down some benchmarks no later than 
the time of the General Assembly, next September 

Senator Coleman. Before next September, the United Nations 
will meet. There will be a budgeting session. They will set a budget 
going over the next couple of years. If the budget is set without the 
reforms included in the budget, how do you get to make the re- 
forms? 

Mr. VoLCKER. Well, some of them can be. The reforms that can 
be included in the budget ought to be, but I think that is a prob- 
lem. The budget process probably needs to be reformed itself That 
the budgetary process is cumbersome understates it. Part of the 
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problem, I think, is, again, nobody trusts each other, so they make 
a very detailed budget that is very hard to change and it is very 
inflexible and they do it for 2 years. All of that needs to be looked 
at. It is not central to our report, but I think it is part of an im- 
proved administrative structure in the United Nations. If they can 
get all these done by the time they do the budget, that is fine, but 
I am a little bit skeptical again. 

Senator Coleman. My last question in this round, if the reforms 
aren’t done by the time the budget is done and we come to next 
September and we are still where we are at today and we don’t see 
a clear commitment, what do you recommend this Congress do? 

Mr. VOLCKER. Well, I think the job of the United States and 
other interested countries has to be to get a critical mass of mem- 
ber states together to push this and some mechanism for keeping 
on top of it. And I think the United Nations has to recognize that 
if there is no reform, it has budgetary consequences. I don’t like the 
idea of just the United States unilaterally cutting off money in a 
very disruptive way, but I think, inevitably, if the reforms aren’t 
made, it should be not just the United States, but other countries 
worrying about how their money is being spent and it will affect 
a willingness to finance new programs. It will affect willingness to 
cut off old ones. I think it should be a continuing process. But I 
hope it comes out otherwise so that there is more confidence in the 
institution so that appropriate new initiatives might be taken. 

Senator Coleman. Thank you. Chairman Volcker. Senator Levin. 

Senator Levin. Thank you, Mr. Chairman. 

You indicated in your written testimony that the Oil-For-Food 
Program had two principal objectives, is that correct? 

Mr. Volcker. Yes. 

Senator Levin. Now, despite some of the corruption which you 
have identified here that Saddam engaged in and that others en- 
gaged in, did the Oil-For-Food Program basically meet its core ob- 
jectives? 

Mr. Volcker. Yes, it certainly contributed to the core objective 
of the sanction regime, which was to maintain the sanctions with- 
out unduly harming the Iraqi population. It certainly contributed 
to that objective, yes. 

Senator Levin. And did the sanctions regime ever get loosened 
or removed by the United Nations? Did Hussein succeed in remov- 
ing sanctions? 

Mr. Volcker. Well, the sanctions were liberalized by agreement 
to permit more goods to flow in, but they obviously were main- 
tained strongly enough so they didn’t have weapons of mass de- 
struction, which was the object of the exercise. 

Senator Levin. There was, as you have indicated in your written 
testimony, about $10 billion in oil sales that went to Jordan, Syria, 
and to Turkey. These were in violation of U.N. sanctions and rep- 
resented about 80 percent of the illicit Iraqi income. Is that correct 
so far? 

Mr. Volcker. Yes. 

Senator Levin. All right. Now, how do we stop that? This is a 
matter of the nations of the United Nations looking the other way, 
as you have pointed out. 
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Mr. VOLCKER. It is interesting. By U.S. law, if the U.S. Adminis- 
tration was aware of this, which they were to some extent — I don’t 
know if they were aware of the volume, they were certainly aware 
of the destination — they had to notify the Congress because by law, 
a country that is violating U.N. sanctions is not eligible for assist- 
ance from the United States. 

Senator Levin. And as a matter of fact 

Mr. VOLCKER. But if Congress was notified, I don’t know how it 
was notified. I think it was notified by a messenger in the dark of 
the night or something 

Senator Levin. No, they were notified. 

Mr. VOLCKER. They were notified. I know they were notified. 
What notice the Congress took, I don’t know. 

Senator Levin. Well, formal notice, a letter to Congress. We were 
notified that all of this money, $10 billion, was going into Saddam’s 
pockets 

Mr. VOLCKER. That is correct. 

Senator Levin [continuing]. In violation of U.N. sanctions. The 
Administration decided to look the other way, notified Congress, 
and we decided to look the other way, is that fair? 

Mr. VOLCKER. Well, yes, and it is interesting, as I understand it, 
a sanctions regime itself has built-in provisions where an indi- 
vidual country might be exempted or limited in an exemption if it 
pleads particular need or particular hardship. But for some reason, 
that wasn’t done. It was just people looked the other way, as you 
say, instead of openly recognizing it and making an exception. Why 
that was, I don’t know. 

Senator Levin. There was one other area where we looked the 
other way and that was the area of kickbacks. Is it not true that — 
do you know, from your own investigation, as to whether or not 
when the United Nations asked the Administration for information 
relative to the Bayoil sales, that the Administration did not provide 
the United Nations with the information that it would have needed 
to investigate kickbacks? 

Mr. VOLCKER. I, frankly, don’t recall that point exactly right 

Senator Levin. This is the OF AC chronology. ^ Have you read our 
report on that, the requests that went from the United Nations to 
the U.S. Administration asking for information relative to the 
Bayoil sales? Are you familiar with that? 

Mr. VoLCKER. Well, maybe I should be familiar, but I don’t re- 
member all those details. 

Senator Levin. But do you remember, in general, that there were 
requests from the U.N. oil overseers to the U.S. Administration re- 
questing information about Bayoil sales that they had evidence 
were in violation of U.N. rules? Is that something you looked into, 
or 

Mr. VOLCKER. I certainly should remember that, but I must con- 
fess, I don’t know whether it is in our report or not. 

Senator Levin. If you are not sure, then I won’t — you suggested 
in this afternoon’s testimony, but also in an interview last Wednes- 
day that was reported in the New York Times that by tolerating 


^ See Exhibit No. 2 which appears in the Appendix on page 123. 
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large-scale oil sales — I am going back to the oil sales, now — that 
were in violation of the sanctions. 

Mr. VOLCKER. Right. 

Senator Levin. I am going back to that point. You suggested in 
that interview and in your testimony here today that by tolerating 
those large-scale oil sales outside of the U.N. sanctions, that this 
compromised the Security Council’s willingness to intervene. 

Mr. VOLCKER. Right. 

Senator Levin. Can you explain that in greater detail, what you 
meant? 

Mr. VOLCKER. Well, this is perhaps a surmise on my part, but 
it is clear that the Security Council and the 661 Committee knew 
about the so-called smuggling in the case of Jordan and later in the 
case of Turkey. Why no more explicit action was taken to deal with 
that, I don’t know. But it seems to me that having not taken action 
in that area, it is a little harder to come back and be very strict 
about other violations of the sanctions, but that is a surmise on my 
part. 

Senator Levin. Do any of your reforms get to the problem of na- 
tions not enforcing sanctions where it is their responsibility to en- 
force sanctions? We have a law that prohibited Bayoil from doing 
what it did. How does the United Nations get member states to ei- 
ther enforce its own laws or to help enforce U.N. sanctions? 

Mr. VOLCKER. Well, my understanding is that the United Na- 
tions has a long history of sensitivity, I suppose, to national sov- 
ereignty, which small countries are concerned with, but the United 
States has often argued that itself, as I understand it, in terms of 
some intended U.N. actions. But in sanctions, it is left, as I under- 
stand it, to the individual countries to enforce the sanctions, to en- 
force the anti-smuggling. 

In this case, what I don’t understand is as this became known, 
and it became known to the United Nations, it became known to 
the U.N. inspectors, the U.N. inspectors had no responsibility to 
deal with it, but they could have brought it to the attention of the 
U.N. officials and the U.N. officials could have pressed harder in 
terms of the Security Council about a decision, but that wasn’t 
done. 

Senator Levin. And did the member states insist on that being 
done? 

Mr. VOLCKER. No. The member states did not insist upon it being 
done, quite obviously. 

Senator Levin. And your report, when it comes, again, to the re- 
sponsibility of member states points out that four, and this is on 
page 115 of your report and this goes back to the Bayoil question, 
that four traders and companies financed and lifted over 60 percent 
of the Iraqi crude oil during exporting crisis in Phase 9. The top 
financiers of Iraqi crude oil in that phase were Bayoil and three 
other companies. That is in your report, is that correct? 

Mr. VOLCKER. Yes. If it is in our report, I am sure it is correct. 

Senator Levin. The largest oil trader of the group and the only 
U.S. company out of the four was Bayoil, is that correct? 

Mr. VOLCKER. Yes. 

Senator Levin. So your report does make reference to the Bayoil 
activity. 
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Mr. VOLCKER. It certainly does. But if I may make one comment 
in that general connection, the critical time for this corruption of 
the system was in 2000, when the surcharges were put on, the 
kickbacks were put on, and that is the time when something 
should have been done. At that time, the American companies, by 
and large, that had participated backed out, I suspect under con- 
cern about the Federal Corrupt Practices Act and otherwise. So you 
did have something of a withdrawal by respectable American com- 
panies from playing ball and the Iraqis then clearly went to other 
companies and other devices to get around that. 

Senator Levin. The largest oil trader and the only U.S. company 
out of the four you mentioned was Bayoil, lifted 400 million barrels 
of oil during the program, including 200 million during that 2-year 
period of 2000 to 2002 during which the illegal surcharges were de- 
manded and paid. My staff calculated that Bayoil financed at least 
$37 million in illegal kickbacks that were paid to Saddam. 
Shouldn’t we have done more as a Nation to police U.S. companies 
and to make sure that they didn’t finance the payment of sur- 
charges to Iraq? 

Mr. VOLCKER. I suppose so, yes. We didn’t follow through in that 
area, but I do think that we as a country were more disciplined 
than a lot of other areas. 

Senator Levin. Thank you. My time is up. Thank you. 

Senator Coleman. I want to just follow up on concerns raised by 
Senator Levin. All companies who have been involved in this raise 
a great deal of concern. Bayoil, of course, is being prosecuted now. 
I don’t know if you focus on that in your report, but they are being 
prosecuted, and I think they had 18.85 percent of Iraqi petroleum 
exports. Taurus Petroleum had 17.81 percent. Do you know if any- 
one is being prosecuted in regard to Taurus Petroleum? I think 
they are a Swiss company. 

Mr. VOLCKER. Who? 

Senator Coleman. Taurus. Of the four major companies, there 
were four majors 

Mr. VOLCKER. Right. 

Senator Coleman [continuing]. Bayoil at 18 percent, Taurus at 
almost 18 percent, Vitol, Glencore, and then almost 40 percent of 
others. Do you know if anybody else other than Bayoil is being 
prosecuted? 

Mr. VoLCKER. There are others who are being investigated. 

Senator Coleman. In terms of charges being brought. 

Mr. VoLCKER. I don’t recall charges being brought against 

Senator Coleman. I would hope charges would be brought across 
the board, but I would note that at this point, I think 

Mr. VOLCKER. There are investigations going on in some foreign 
countries. 

Senator Coleman [continuing]. One of those countries, the con- 
cern I have is in regard to the Russians, which got $19.3 billion 
worth of the oil through the Russians. Ultimately, not a drop of oil 
went to Russia, but the oil went elsewhere. And the evidence re- 
garding the Russian transactions is pretty overwhelming. You have 
signed statements from people like Zhirinovsky, who were negoti- 
ating with the Iraqis. You have the Communist Party of Russia 
getting substantial allocations, again, many things in writing. 
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First of all, do you know if there are any prosecutions, anyone 
in Russia has been charged with a crime 

Mr. VOLCKER. I am not aware of any. In Russia’s case, I might 
say, I think uniquely, that the allocation process seemed to be 
strongly influenced, if not run, by the government itself. 

Senator Coleman. Did the Russians cooperate, the government, 
with the lie? 

Mr. VOLCKER. To an extremely limited — with our investigation? 

Senator Coleman. Right. 

Mr. VOLCKER. Only to a very limited extent. We basically were 
not able to talk with Russian companies. We had limited contacts 
with the Russian government. 

Senator Coleman. We have active investigations going on here 
against American companies involved. How do we get other coun- 
tries, the Russians, the French, and the others, to seriously act on 
what is in your report and what is in the Senate report? 

Mr. VoLCKER. I guess I would answer that by saying we have 
done our best by exposing the facts as we see them, and that was 
our responsibility and I hope we have discharged that. 

Just to be clear, our inquiry is a fact-finding inquiry. We haven’t 
got any law enforcement powers ourselves. But we had a hope, and 
continue to have a hope, and we have cooperated with law enforce- 
ment bodies that have been interested in pursuing this. None of 
those have arisen in Russia, but they have in some other countries. 

Senator Coleman. Just one other thought in regard to the con- 
duct of the United States here. And by the way, in dealing with 
this program, this occurred under two Administrations, both the 
Clinton Administration and the Bush Administration. This is not 
just a process of dealing with the Oil-For-Food Program and the 
protocols, the selling of oil. In fact. Congress was notified and the 
Secretary of State said it was in our national interests of the U.S. 
to provide trade with Turkey and Jordan, is that correct? 

Mr. Volcker. That is correct. 

Senator Coleman. But that we did fight tooth and nail against 
Syria, against some of the Syrian smuggling. There was a strong 
effort to fight that, wasn’t there? 

Mr. Volcker. There was a stronger effort to fight it, yes. 

Senator Coleman. And can you 

Mr. Volcker. But I don’t think that it was ever notified to the 
Congress. I am not sure. I don’t think so. My memory is Turkey 
and Jordan was, but not Syria. 

Senator Coleman. Was there — again, I want to get back to the 
Security Council — cooperation from France and Russia? Their reac- 
tion to, for instance, the retroactive pricing. One of the things we 
did, and it took us 2 years to do, is the way you could stop the kick- 
backs is you could make sure that the Iraqis couldn’t manipulate 
the price to build in a kickback for Saddam. 

Mr. Volcker. Correct. 

Senator Coleman. We fought for 2 years to try to do that. Who 
was opposing that? 

Mr. Volcker. Well, my memory is that I think the Russians and 
the Chinese and perhaps the French. 

Senator Coleman. And these were the people who were getting 
the bulk of the business from the Oil-For-Food Program? 
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Mr. VOLCKER. Well, the Russians and the French were, anyway, 
and the Chinese at times were, too. 

Let me just note that there are active investigations going on in 
France with this matter. 

Senator Coleman. And I believe there was action taken against 
a former French diplomat, Merimee? 

Mr. VOLCKER. Yes. It is something short of an indictment, as we 
see it. It is an investigative notice, in effect, under the French sys- 
tem. They notify people that they are under investigation, and I 
should get the exact term now, but it is — they have not been 
brought to trial. 

Senator Coleman. In the Merimee case, by the way, again, it is 
one that followed a pattern. He was deemed as being helpful by the 
regime. 

Mr. VOLCKER. Yes. 

Senator Coleman. He received an oil allocation. Someone else 
lifted it. He got a commission 

Mr. VOLCKER. Yes. 

Senator Coleman [continuing]. That he got back, some direct, 
some indirect. 

Mr. VoLCKER. Yes. And, of course, the problem in that particular 
case, he did this while he was a U.N. official, a U.N. advisor. 

Senator Coleman. He was, in fact, at that point working for the 
Secretary-General, is that correct? 

Mr. Volcker. That is correct, yes. 

Senator Coleman. And Sevan, when he did it, was he also work- 
ing as a U.N. official? 

Mr. Volcker. Well, Sevan was not only working as a U.N. offi- 
cial, he was the U.N. official in charge of the program. 

Senator Coleman. I have focused very heavily on the issue of 
corruption versus there have — my distinguished colleague has fo- 
cused on the oil protocols, of which Congress did get notice and 
judgments were made about what was in our security interest. But 
the issue of corruption, of dollars being paid to bribe folks, payoffs 
to member states, and even ultimately, by the way, the corruption 
of Bayoil and others who were paying kickbacks. I mean, the sense 
I have, and you have stated it, is what that does is it undermines 
the confidence in the United Nations to do whatever it does. 

Mr. Volcker. I think that is true. The failure of the United Na- 
tions, and I use that term broadly now to include the Security 
Council, to take effective means to combat that undermines the 
sense of legitimacy of the United Nations. 

Senator Coleman. How much of the corruption issue goes beyond 
Oil-For-Food? Before the Foreign Relations Committee, we had a 
brief exchange about whether it was a culture of corruption or a 
culture of indifference. 

Mr. Volcker. Well, I don’t want to call it a culture of corruption 
because the actual amount of corruption that we found was, of 
course, limited. We found some corruption in the purchasing de- 
partment, which, of course, is a place where you might be sus- 
picious of getting corruption. We ran across corruption that was 
outside the Oil-For-Food Program in the purchasing department 
and that has led to an arrest, as you know, of a man, or two people 
directly involved. We had the corruption by the guy running the 
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program. That is pretty serious. But we haven’t found payment of 
money to U.N. people wholesale by any means. 

There undoubtedly was plenty of room for a kind of petty corrup- 
tion in Iraq itself, where there were a lot of new U.N. employees 
and a lot of handling of cash and other possibilities of siphoning 
off money. You hear some reports of that. We were not able to 
chase it down in ways we could actually identify, but one could be 
suspicious. 

Senator Coleman. As one looks to reform, ultimately, you can 
have the concepts of reform, but then you have to enact reform and 
people have to carry it out. One of the concerns about the United 
Nations has been about the personnel and is there too much nepo- 
tism, is there patronage, is it a bureaucratic system, is it capable 
of change. Can you comment on what it is going to take to truly 
change, not just to put the ideas on the table, but to make it work? 

Mr. VOLCKER. Well, when we looked at this and debated it our- 
selves, the best thing we could do is come up with this idea that, 
somehow, somebody has got to be more clearly responsible for ad- 
ministrating the place than is possible now. Now, it is the Sec- 
retary-General, and he shouldn’t escape responsibility. I don’t be- 
lieve that by any means. But I think the structure needs to be 
strengthened in a way so that there are fewer excuses for escaping 
responsibility or not paying enough attention and you do that by 
singling out one guy, it seems to me, one man or woman who clear- 
ly has that responsibility. 

The irony of this program at one point is the Deputy Secretary- 
General was presumably appointed to oversee the program. At the 
end of the day, she says she wasn’t aware of that. Now, that sug- 
gests some problem in delegation and administrative discipline, be- 
cause that position was created to exert administrative control, in 
theory. But for whatever reason, it hasn’t worked out that way. 

Senator Coleman. I would suggest the problem, then, is the per- 
son who was on top of her, the Secretary-General, who if she 
doesn’t understand that she’s got that responsibility and all this is 
going on, then that is clearly a problem. 

Mr. VOLCKER. I think that is true, too. 

Senator Coleman. Thank you. Chairman Volcker. Senator 
Levin.? 

Senator Levin. I think we are looking at two aspects of the same 
problem when we look at this Oil-For-Food Program. One is it all 
is illicit income or money going into Saddam Hussein from different 
types of sources. One is the kickbacks and surcharges and the 
other one is the direct sales which we looked the other way on. 

Mr. Volcker. Yes. 

Senator Levin. I have spent a lot of time on the direct sales be- 
cause that represents 80 percent of the illicit money that went to 
Saddam. But 20 percent of that money comes from the kickbacks 
and the surcharges that were paid. 

Mr. Volcker. Right. 

Senator Levin. We laid out the chronology of the efforts of the 
United Nations to obtain information from our country about the 
largest single company that acquired Iraq oil. It’s too hard for you 
to read, so I’ll just read you a couple lines of 

Mr. Volcker. I have it in front of me here. 
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Senator Levin. All right. Take a look, on July 14, 2001, the U.N. 
Office of Iraq Program asks the U.S. mission to the United Nations 
for assistance. The State Department writes the Treasury Depart- 
ment’s Office of Foreign Assets Control, OF AC, asking it to contact 
Bayoil and urge the company to respond quickly and completely to 
the Office of Iraq Program’s request for information. It didn’t do it. 
The United Nations again asked Bayoil. It doesn’t get the informa- 
tion. In January 2002, another request of Bayoil, doesn’t get the in- 
formation. 

In January 2002, the United Nations again asks the State De- 
partment for assistance and the State Department again contacts 
OF AC. Nothing happens until 8 months after the initial request, 
OFAC writes Bayoil requesting a report on transactions. Bayoil 
writes OFAC back, does not give it the information which the 
United Nations wants, which is about what happened to specific 
shipments of oil. 

The bottom line is that we did not help the United Nations en- 
force these rules. Now, what reforms are we going to put in place 
that are going to get member nations to do their duty? This is a 
direct illegal surcharge issue. 

Mr. VOLCKER. Well, look, I don’t know magic answers. All I know 
is our sense is the United Nations itself didn’t press very hard in 
this area. 

Senator Levin. Well, how many letters do you have to write to 
the State Department 

Mr. VoLCKER. Well, they 

Senator Levin [continuing]. In order to get information? Does it 
take three letters? Is that what the United Nations needs to — ^by 
the way, I admire what you have done relative to U.N. reforms. I 
am all for you. 

Mr. VoLCKER. I understand that. 

Senator Levin. But I don’t think we can take member nations off 
the hook. 

Mr. VoLCKER. No, I agree. You can look at this question much 
more broadly. All this business that went on, particularly after 
2000, with hiding behind front companies and so forth, all those 
front companies were approved by member states. Now, I am sure 
they didn’t investigate. The approval was virtually automatic. But 
no effort was made when questions did arise to follow up. 

You have a case here obviously where the effort was much more 
diligent at least in trying to find something. In most cases, nobody 
tried. One of our concerns is that the bank that was at the center 
of the escrow account and at the center of issuing letters of credit 
made no real effort to notify the United Nations, nor did the 
United Nations make a great effort to notify the member states 
that these front companies were rather questionable and what was 
going on here. It was just that kind of discipline was lacking. 

Senator Levin. And then the final blow to the U.N. efforts to ob- 
tain information on Bayoil is that when Bayoil writes to the Ad- 
ministration or to the State Department, excuse me, with certain 
information, which, by the way, was wrong, inaccurate, but none- 
theless, they tell the administration, they tell the State Depart- 
ment, you may not share this with the United Nations, and we 
didn’t share it with the United Nations. It was erroneous informa- 



26 


tion, by the way. But how do we allow a company subject to our 
law to direct us not to share something with the United Nations? 
What is the basis for that? 

Mr. VOLCKER. I do not know. 

Senator Levin. And then the State Department complies. We 
don’t share it with the United Nations. So I am all in favor of 
pointing the finger at the United Nations when it belongs there, 
and you have done that, but I don’t think we can just simply leave 
it there. I think we have got to look at ourselves. 

Mr. VOLCKER. OK. What you are saying, I think makes sense, 
and that we are usually careful in saying the failures in this pro- 
gram was the United Nations, but it was also member states. 

Senator Levin. Thank you. 

Senator Coleman. Thank you. Chairman Volcker. I would note 
one thing, and I haven’t taken a look at the State Department let- 
ters, but I understand these were written to the Office of the Iraq 
Program as asking the U.S. mission to the United Nations for as- 
sistance, is that correct? Is that the program that was overseen by 
Benon Sevan? Is that the same program? 

Mr. Volcker. The Office of Iraq Program was overseen by Benon 
Sevan, that is for sure. 

Senator Coleman. Thank you very much. Chairman Volcker. I 
appreciate your testimony and the work of your commission. 

I would now like to welcome our next presenter, and I should 
note to the audience that witnesses before this Subcommittee are 
typically required to be sworn. But we have here two individuals 
who are actually doing briefings for us rather than appearing as 
witnesses and I want to make that distinction. 

Our next individual who will provide a briefing for us will be the 
former Speaker of the House who served as a Co-Chair of the Task 
Force on the United Nations at the United States Institute of Peace 
and it is really an honor to have you with us this afternoon, the 
Hon. Newt Gingrich. Speaker Gingrich, I appreciate your attend- 
ance at today’s hearing. I look forward to hearing about the Task 
Force report and American interests in U.N. reform as well as your 
views on the role of Congress in U.N. management reform, includ- 
ing the need for legislation on U.N. reform. 

With that, we have a timing system today. We will do about 10 
minutes, but I welcome the opportunity to have you before us 
today. Speaker Gingrich. 

BRIEFING BY HON. NEWT GINGRICH, i CO-CHAIR, TASK FORCE 

ON THE UNITED NATIONS, UNITED STATES INSTITUTE OF 

PEACE, WASHINGTON, DC 

Mr. Gingrich. Let me say first of all that I appreciate very much 
the hearing and the opportunity. I found the dialogue between 
Chairman Volcker and the two of you very helpful in setting the 
stage, so if I might, I want to build on that. 

I want to say that I am going to be representing my own views 
today, but we did issue a report which both of you have seen and 
your staffs have seen on American interests in United Nations re- 


^The prepared statement of Mr. Gingrich appears in the Appendix on page 57. 
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form, which Senator Mitchell and I co-chaired and was a very bi- 
partisan effort. 

I also have a full text which I am submitting for the record, but 
will not go over in detail, including an appendix where we at- 
tempted to go through and take all the recommendations that we 
had made in our report and looked at the summit that was held 
with the General Assembly and tried to measure literally item by 
item for 35 pages which things were done and which weren’t. I 
must say, it is a fairly discouraging report if we are going to be 
candid about what has and has not been done. 

I noticed that Ambassador Bolton had made the comment that 
there was an interesting contrast between Secretary Rice saying we 
need a revolution of reform at the United Nations and Chairman 
Volcker having commented on a culture of inaction. I would simply 
say that from what we have seen in September and October, the 
culture of inaction is defeating the revolution of reform, and I think 
that is part of what the U.S. Congress has to confront, is in a set- 
ting where an institution that matters is failing, what are the op- 
tions available to the United States and how should we deal with 
it? 

Let me say, just because I do agree with the concerns that Sen- 
ator Levin raised about the State Department’s earlier actions, I 
think it is perfectly reasonable for this Subcommittee and for its 
House counterpart to also look at those ways in which the U.S. 
Government as an institution has failed to be effective in sanctions 
in other areas and to propose such reforms as are necessary to our 
own government. I don’t think we should say this is all about the 
United Nations, although there is, sadly, more than enough to deal 
with at the United Nations level. 

I want to begin by saying, I think, that it is very important that 
the United States work with other countries to start moving to- 
wards a voluntary dues paying model for the entire United Nations 
system. I note that Chairman Volcker commented that there had 
to be, in his judgment, financial consequences if, in fact, the United 
Nations was not reforming itself I thought it was a very important 
term because he was trying to talk about reality. 

If the overwhelming number of members of the General Assem- 
bly who pay virtually nothing are able to consistently stonewall re- 
form, knowing that the check will show up no matter what they do, 
and if the U.N. bureaucracy is able to be ineffective, which I would 
argue is its more frequent behavior — I don’t think the core problem 
is one of corruption in the U.N. bureaucracy, although there were 
some corrupt behaviors. I think the deeper problem is a stunning 
level of inefficiency and incompetence and an inability to deliver 
and to get things done, and that has very important consequences 
for human beings around the planet. 

When the United Nations is incompetent, people die in Darfour. 
When the United Nations is incompetent, people find that they 
don’t have the right kind of help with malaria. When the United 
Nations is incompetent, there are reasons to worry about which 
should be an effective economic development aid. And I think it is 
important to recognize that this underlying pattern will continue 
unless there is substantial reform. 
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So I want to start with Chairman Volcker, who made the com- 
ment talking about the effort to have reforms, “all of that has 
failed.” He went on to say, “if there isn’t reform, there has to be 
monetary consequences.” I also note that former United Nations 
Under Secretary-General for Management and the former head of 
the World Food Program, Catherine Bertini, who said that, “vol- 
untary funding creates an entirely different atmosphere at the 
World Food Program than at the United Nations. At the World 
Food Program, every staff member knows that we have to be as ef- 
ficient, accountable, transparent, and results-oriented as is pos- 
sible. If we are not, donor governments can take their funding else- 
where in a very competitive world among U.N. agencies and non- 
governmental institutions and bilateral governments.” 

My only point being that rather than talk about withholding, the 
Congress should set a totally new pattern which is to say to the 
Administration, we expect you to come up every year. We expect 
you to justify the amount of taxpayers’ money you intend to give 
the United Nations. We expect you to prove that there have been 
adequate reforms to justify that money, and we, the Congress, will 
determine the amount we meet, rather than have it automatically 
be dictated by a body, the General Assembly, which is dominated 
by nations who have zero financial interest or sense of responsi- 
bility. 

Let me just very briefly use two other examples to show you why 
I am so concerned about the core, and then I want to go way be- 
yond just the issue of corruption. I will be glad to talk to you in 
the question period specifically about the scandal as it involves 
Saddam Hussein in the Oil-For-Food Program. 

When the Secretary-General says in a recent speech, talking 
about the summit in which so much hope was placed in September, 
a quote from the Secretary-General, Kofi Annan, “It was a disgrace 
that our leaders could not agree even on a single sentence about 
how to tackle one of the most urgent challenges of our time, the 
threat of weapons of mass destruction.” I think that has to be put 
in the context of a member of the United Nations, Iran, the new 
President of whom said, “Israel must be wiped off the map. Israel 
would burn in the fire of the Islamic nation’s fury.” And the Speak- 
er of the Iranian Parliament, in commenting on that speech, said, 
“Israel’s existence is illegal.” 

Now, the reason I cite this is the United States and the democ- 
racies— Japan, the Europeans, and others — have to take it upon 
ourselves to insist on a standard of accountability for corruption, 
to insist on a standard of accountability for the effective use of the 
resources that are loaned or that are given to an international or- 
ganization, but also to insist on a mental toughness about the scale 
of the crisis that is gradually and inexorably building around this 
planet, because the longer we use words to disguise and to hide 
and to avoid, the greater the danger that regimes are going to end 
up using weapons of mass destruction and that we will look back 
with horror at events that are radically more dangerous than Sep- 
tember 11 and then we will say, “Gee, how did that happen?” 

One of the reasons that will have happened is because of the fail- 
ure to take head-on the need for profound reform at the United Na- 
tions. Let me just say along that line, I believe, and this goes back 
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to reforming the State Department here in the United States, I be- 
lieve every American ambassador around the world should have as 
a major assignment the bilateral organizing of votes so that the 
U.S. Ambassador to the United Nations has the active support on 
a regular organized basis of every single ambassador, and that 
probably means having secure video conferencing capabilities so 
that we could literally have briefings from New York and Wash- 
ington in virtually real time so every ambassador understands 
what they are doing. 

I believe that we have to establish a standard that says that the 
burden is not on the United States, the burden is on the United 
Nations to reform itself I believe also that we should be very ag- 
gressive in encouraging alternative forms of international activity 
and the United Nations should have notice served that if they fail 
to create an effective Human Rights Council that is made up only 
of countries that recognize human rights, that we reserve the right 
to develop a totally different council outside the United Nations 
without allowing the dictatorships to usurp that particular body. 

And finally, in terms of the particular scandal of billions of dol- 
lars that should have gone to the Iraqi people, including, I might 
note, some $18 to $20 billion that supposedly, at least some esti- 
mates are, that Saddam Hussein may well have secreted outside 
the country, that there should be a consistent effort led by the U.S. 
Department of Justice, the State Department, and the Treasury 
Department, to work together with other countries that believe in 
the rule of law to recover this money and return it to the Iraqi peo- 
ple, because it is their money, and I think that, in part, goes back 
to Senator Levin’s earlier comment about examples involving 
American companies, not just foreign companies. 

I look forward to your questions. 

Senator Coleman. Thank you very much. Speaker Gingrich. 

I should note that we invited George Mitchell to testify, and I 
know that Ranking Member Levin, in fact, had been in contact 
with Mr. Mitchell. He had a conflict and could not make it, but we 
did ask him to participate today. 

Let me get right into how do you make reform happen. One of 
the challenges we have is that you have the G-77, you have the 
non-aligned nations, who don’t have a lot of financial skin in the 
game. The term “management reform” doesn’t have a financial im- 
pact for them. From their perspective, perhaps today the system 
works well. They haven’t said that to me, but that is the sense I 
get. What I am hearing is what you are recommending is have our 
ambassadors kind of work nation-to-nation. Is there anything else 
that we can do to try to move a kind of broad group of the G-77 
to understand that reform of the United Nations is absolutely es- 
sential if we are to have the level of participation that we have had 
in the past? 

Mr. Gingrich. Well, let me say, first of all, this is a manageable 
problem because seven democracies provide 78 percent of the fund- 
ing to the United Nations. So you can, in fact, focus on countries 
where the news media is free, where some minimum standard of 
honesty matters, and where you can have an ongoing effort to 
say — for example, I would urge that every meeting of the G-77 
have on its agenda United Nations reform and that we not accept 
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this idea that since not one of us has the right to be totally in 
charge, none of us have any responsibility. 

The major democracies of the world, the countries that believe in 
the rule of law, that believe in transparency and accountability, 
provide the vast majority of resources to the United Nations and 
those countries, if they move as a block, will, in fact, carry the day. 
And I think it takes persistence, it takes a systematic strategy, but 
I do not believe you are going to get serious reform without that 
kind of ongoing effort, and it can’t just be an every September 
press event. It has to be a 365-day-a-year coordinated effort which, 
candidly, if we could get those other six nations to join us in the 
bilateral efforts and you suddenly had all seven ambassadors to 
country after country sitting down to talk with the heads of govern- 
ment, you would have a stunning shift in the voting pattern of the 
General Assembly on issues of reform. 

Senator Coleman. Talk to me about the timing of reform. We 
had the summit in September. It did not come out. It certainly was 
not a revolution. It didn’t address what some people thought would 
be the easiest, the Human Rights Commission, a Human Rights 
Commission that has Zimbabwe as a member, that has had Libya 
in charge of it, Sudan, Cuba. Some would think that would be the 
easiest thing. It is absolutely absurd. And yet, we are finding it 
very difficult to make any change there. You have a budget process 
in the United Nations where, the early part of next year, they will 
do a budget that will set patterns, spending patterns, for the next 
couple of years to come. 

Talk to me a little bit about the timing of reform and how we 
influence the timing of reform. 

Mr. Gingrich. Let me say first of all that we keep being told 
that the budget is set by consensus, to which the easy answer is 
the United States shouldn’t consent. If it is truly sent by consensus 
and we and the Japanese both agree, between us, we represent 40 
percent of the total budget, just two countries. So I think there are 
some grounds for saying, all right, let us insist on, for example, 
adding no new programs of any kind that involve spending money 
unless the money comes from the current budget. 

Senator Coleman. So we 

Mr. Gingrich. There is clearly, if you look at how the summit 
was designed, it is clearly designed to add a whole new layer of 
programs with a whole new layer of offices, with a whole new layer 
of b^udget requirements, without having reformed anything. So I 
think that one step is to simply say no. 

I think a second step is to recognize one of the tragic and frus- 
trating lessons of the 1930’s is that time is on the side of the evil. 
I look at the Iranian statements in the last few weeks and I look 
at the Iranian nuclear program and I must say, I find it very formi- 
dable to think that you could end up with this kind of radical gov- 
ernment possessing nuclear weapons, openly stating they intend to 
eliminate Israel, and then to say later on, gee, I wonder what that 
phrase meant? 

And I would say the same thing here. Those who are corrupt and 
those who are merely inefficient would prefer never to be noticed. 
They find time on their side. If you have the scandal we had with 
sexual predation by U.N. peacekeepers, you have had the scandal 
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we have had with Oil-For-Food, you have had all the full weight 
of five volumes of the Volcker report, and with all of that, we can’t 
get any serious reform, there is no reason to believe time is on the 
side of the innocent. 

And so I would argue that it is the duty of the U.S. Congress to 
serve notice over and over and to serve notice on the Administra- 
tion that it fully expects this Administration to publicly and ag- 
gressively pursue reform at every level, including the G-77, includ- 
ing bilateral relations in all 190 capitals, including in New York, 
and that the Congress’s response financially and otherwise will be 
a function in part of the proof that things are improving. 

Senator Coleman. And what you have offered is a checklist that 
allows us actually to measure. There are vehicles by which you can 
measure whether reform is taking place and have the State De- 
partment report checklists and then judgments can be made as to 
whether reform is really reform. 

Mr. Gingrich. I think if Senator Mitchell were here, he would 
join me in saying that as a former Speaker and former Majority 
Leader of the Senate, we would hardly believe that the Senate or 
House or the White House will accept our 35-page checklist, but we 
think if you all collectively can develop a checklist sort of like this, 
that that is the right way to do it, to set real metrics, set them out 
in the open. Obviously, you have to negotiate with them. You want 
to know, what will the Japanese accept and not accept. What will 
the British accept and not accept? 

But if you start with the G-77 and build out, you can have, I 
think, a very powerful set of reforms, and part of the standard has 
to be, how can they oppose basic accountability? Which freely-elect- 
ed government wants to go back home and say, you shouldn’t have 
a right to have accountability and transparency in how your money 
is spent in the United Nations? 

Senator Coleman. You noted that the problem in the kind of 
overall large problem is not necessarily corruption. I mean, cer- 
tainly we saw corruption in Oil-For-Food and we see different lev- 
els of corruption. But the most pervasive problem, as I heard testi- 
mony, is inefficiency and incompetence, and we see that not just in 
Oil-For-Food, but in some other programs. How do you get to the 
problem of inefficiency and incompetence? Are those structural 
changes or are they personnel changes? And if they are personnel 
issues, how do you change personnel in the United Nations? 

Mr. Gingrich. Let me try to expand on the term “inefficiency,” 
because I think it leads people to think we are worried about paper 
clips falling off the desk or something. 

There was a clear and deliberate miscommunication between the 
U.N. commander in Srebrenica and the U.N. offices in New York, 
and during the miscommunication, 7,000 people were slaughtered. 
There was a clear and deliberate pattern of miscommunication be- 
tween what the U.N. observers in the field in Rwanda were saying 
and what was being said to the Security Council. Now, that is a 
kind of lack of accountability, lack of transparency that led to peo- 
ple dying by the hundreds of thousands. 

And so when I talk about lack of accountability — there is one re- 
port that the Volcker Commission made that one particular U.N. 
agency — I may have the numbers slightly off, but they had approxi- 
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mately a $10 million administrative fee for a $680,000 project. This 
is part of the Volcker Commission report. Now, that is such a gro- 
tesque abuse of the system, to have charged $10 million to pad 
their administrative budget so they could be comfortable while the 
people of Iraq were only getting a, I think it was, $680,000 project. 
The numbers may be slightly off, but the magnitude is about right. 

I was told by Australians they had very similar patterns hap- 
pening in East Timor, where the United Nations people absorbed 
every major good hotel room and booked every single good res- 
taurant while seeking to administer refugee money in a way that 
was stunningly inefficient for the refugees. It wasn’t inefficient for 
the U.N. bureaucracy, but it was inefficient for the refugees. 

I think it is this sense of unaccountability, unseriousness, and 
non-transparency which leads to tragic things happening for 
human beings. 

Senator Coleman. I appreciate. Speaker Gingrich, you putting a 
human face on this. I think all too often, we talk about these 
terms, about accountability and transparency and we look at the 
operations of the Office of Independent Oversight Boards and it is 
like we are accountants, without reflecting on the human impact. 

I mean, my concern with Oil-For-Food was did Saddam believe 
that the Security Council wasn’t going to act against him, and as 
a result, we are engaged in battles today and lives lost and a ter- 
rible impact because we had a thug or a tyrant who figured he had 
bought the jury. I don’t know. But the failure of the right thing to 
take place, and particularly the United Nations, is people pay a 
price and it is not just about accountants setting up new systems. 

My time is up on this round. I will turn to my Ranking Member, 
but I want to come back for another round. 

Senator Levin. Thank you. I welcome Speaker Gingrich. 

I noted the intro, or the foreword, I guess, by you and Senator 
Mitchell to your report, and one of the things you said, it seems 
to me, is something that I am very much in agreement with and 
spent a lot of time trying to figure out how to implement, and that 
is this quote on page four, “In proposing sweeping reform of the 
United Nations, the Task Force notes that the United Nations is 
a body composed of individual Nation States.” Regrettably, too 
often, member states have found it convenient to lay the blame for 
failure solely on the United Nations in cases where they them- 
selves have blocked intervention or opposed action by the United 
Nations. On stopping genocide, all too often, “the United Nations 
failed,” should actually read, “members of the United Nations 
blocked or undermined action by the United Nations.” 

I think it is a very perceptive comment that the two of you made. 
Obviously, there are problems at the United Nations, problems in 
the Administration, reforms that need to be made, and I think that 
is clearly true. The Secretary-General has acknowledged that and 
there is an effort underway in many areas to see if we can’t get 
some of the needed reforms, but it is also important to recognize, 
as you two did, that too often, it is the member states that don’t 
want those reforms or don’t want the United Nations to take cer- 
tain kinds of action and we can’t just sort of act as though the 
United Nations is something separate from its members, because 
it isn’t. 
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I am just wondering whether there are many management re- 
forms that you could suggest, or any other kind of reforms that you 
would suggest that might lead to member states carrying out their 
own responsibilities. You talked about accountability and responsi- 
bility, and I couldn’t agree with you more. What kind of reforms 
could be introduced which might have the effect of getting member 
states to step up and do what they need to do to make a program 
work? 

Mr. Gingrich. I think you put your finger on one of the most dif- 
ficult challenges that we wrestled with for hours in our discussions 
with a number of very experienced people who had been — including 
several former U.N. ambassadors to the United States, including 
several senior military people. 

Let me break it into three components, if I might, and again, this 
is certainly under the purview of this Subcommittee. The first is 
there are times when the United States fails. We have to recognize 
that in Rwanda, we were very eager to avoid being directly en- 
gaged if at all possible and that when people see “Hotel Rwanda,” 
they need to understand, that wasn’t the U.N. failed, that every 
great power was eager to not go in there for different reasons and 
that the United Nations was simply the instrument of the collective 
failure of civilization. 

So I think you have to start with that, that when you visit the 
Holocaust Museum and you say, never again, you then have to say, 
all right, first of all, what does that mean for the most powerful 
nation in the world? It doesn’t mean we have to do everything, but 
we should be leaning forward in getting things done and figuring 
who is going to do them. 

Second, there are going to be times when we have to work 
around the United Nations and we need to be clear about this. We 
tried to say quite strongly in this report that if the United Nations 
is unable in a place like Darfour, where you have Chinese and 
French interests on the other side, if the U.N. Security Council 
can’t make a decision, that doesn’t mean that a non-decision is a 
veto, because, frankly, as long as we are prepared to block any neg- 
ative, they can’t pass anything that stops from doing it. So you 
could organize the Organization of African Union. You could orga- 
nize a Coalition of the Willing. There are a variety of ways to inter- 
vene that don’t mean it is the United Nations or nothing. And I 
think we have to be very clear about this on the planet and we 
have to say on occasion, how many people are going to die before 
we move? How many meetings of the Security Council to arrange 
a meeting do we need? 

Last, there are moments when it all comes together right. In all 
fairness both to the Bush Administration and to the French, and 
you and I might disagree about which of the two we would criticize 
more intensely on any given day, but both the Bush Administration 
and the French have actually come together on the Lebanon-Syria 
problem in a way that is pretty impressive, and hopefully today’s 
ministerial will actually be a pretty solid step in the right direc- 
tion. 

So I see all three. We have to be responsible for facing realities 
around the world that a lot of other countries won’t. We have to, 
when necessary, act outside the United Nations. And whenever 
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possible, we should start by trying to get the United Nations to do 
the job. 

Senator Levin. Thank you. 

Senator Coleman. Thank you. If I could just follow up, I have 
to say that I want to make clear that the Ranking Member and I 
are not in disagreement as to really there being two aspects to this 
problem. I have focused a lot on the internals, and I am going to 
get back to that, in terms of management and the individuals and 
what went wrong in Oil-For-Food, and ultimately, is there going to 
be accountability and responsibility? 

My frustration at times is people talk about member states in an 
abstract way and that then — for some, it may somehow absolve in- 
dividuals of individual responsibility. The individuals ultimately 
have to take actions. It may be. Senator Levin, that the answer to 
your question is no management reform for the United States, but 
in individual places, like here in Congress, we have a greater over- 
sight responsibility. And if we are seeing things that — if we don’t 
have our guard noses out there sniffing and we see things going 
on, we need to be on top of it, and if not, it is our failure. We have 
some responsibility. We have oversight. And we do it, and if we 
don’t do it, then shame on us. 

But there are individuals that ultimately, and that is my con- 
cern, that we are not somehow absolving individuals of responsi- 
bility. I have been particularly harsh on the Secretary-General, not 
on a personal level, but as I look at the record in the Volcker report 
and the mismanagement and the fraud and the corruption and the 
individuals like Benon Sevan who were directing the program and 
overseeing the Iraqi Office put on the take, and Louise Frechette, 
the Deputy Secretary-General who says it wasn’t her job when it 
was her job, and chiefs of staff that destroyed records, that does 
raise concern. 

I don’t know how you do reform. Speaker Gingrich, if the individ- 
uals in place can’t do the heavy lifting and if their reputations are 
tarnished by the fact, by the record. Based on what you have read 
in the Volcker Commission report and the work that we have done, 
how would you rate the Secretary-General’s performance regarding 
Oil-For-Food? 

Mr. Gingrich. If I might, I want to comment on two of the 
things you just said that I think lead to that, and I will be quite 
clear when I get to that. 

The first is, I do think the Legislative Branch should do a great 
deal more oversight and should develop continuity in between the 
headlines. I think it is very important that our unique — the tension 
of our American Constitution actually leads to more accountability 
and more oversight than any other system I know of in the world, 
because if you have a parliamentary system, the people in the ma- 
jority are also the government. So I think we have a unique obliga- 
tion to have a continuous process of oversight, not only of our own 
government, but also of the United Nations as an institution. 

And here is the second thing, where I don’t quite know where we 
go with it because it is something that I noticed. Chairman Volcker 
made the comment in passing that the Russian government seemed 
to be the primary allocator of these illegal vouchers for oil in the 
Russian system. This was not being done by a bunch of individuals. 
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This means that this is the autocratic regime of President Putin. 
These things are not happening by accident. 

Somehow, the U.S. Congress should take upon itself the obliga- 
tion to learn more about these kinds of things because it may well 
be that the State Department, for a variety of diplomatic reasons, 
isn’t as interested. It may well be that — I am not saying that we 
have the legal ability to subpoena anybody, but it goes to the core 
of the nature of the modern world. 

I just want to say, there is a fascinating book called “The Crime 
of the Century,” which is written by a Russian-speaking woman 
who was the Financial Times correspondent in Moscow. She is de- 
scribing the sale of all these companies to the Russian oligarchs. 
The book is about 6 years old now. And she said, late one night, 
having been there for 3 years, she is out and she is at a dinner 
and drinking with one of the great billionaire oligarchs and she is 
telling him that she is so puzzled at how badly they have written 
their privatization laws, because if they had written them correctly, 
they could have all sorts of people bidding and they would have re- 
ceived 10 or 20 times as much money and they would have massive 
amounts of foreign capital, and they had had enough to drink that 
he broke up laughing at her. 

And he finally said, “Young lady, I personally wrote that law and 
I wrote that law to guarantee that no foreigner would raise the 
price at which I was looting the Russian government.” And she 
said she sat there feeling like an idiot, because for 3 years, she had 
assumed the best of intentions. She had assumed she was dealing 
with honest people. And she had assumed they were just incom- 
petent when, in fact, they were stunningly incompetent. It is just 
that they were competent of being crooks and she had no mecha- 
nism for that. 

I say that because, as I raised earlier, I am really worried about 
the Iranians. I mean, the Iranians are being about as clear as they 
can humanly be. When they get nukes, they intend to wipe out 
Israel. This should bother us at levels we don’t imagine. But it is 
so outside our conversations. 

And now I come to that same framework of being honest. Let me 
talk briefly about the Secretary-General. The Secretary-General’s 
role over the last 10 years, before he became Secretary-General, 
when he was in charge of peacekeeping during the period of Rwan- 
da and the Balkans, by any reasonable standard in any open soci- 
ety in the world, his record is indefensible and inexplicable. I 
mean, if you just list everything that he has touched that has gone 
wrong, it is inconceivable that you would voluntarily hire him. 

It is not that he is not a nice man. It is not that he is not a well- 
meaning man. It is not that he isn’t very impressive when he gives 
a speech. And having, frankly, a conservative American say this 
just strengthens it, because you can go around the rest of the world 
as the non- American who stands up for all the people who, in ef- 
fect, are losing ground because the money gets looted, because the 
system doesn’t work, and because realities aren’t dealt with. 

But I can’t imagine anyone who took seriously the list that you 
could develop in 5 minutes who could defend that list as an exam- 
ple of an effective, competent stewardship. 

Senator Coleman. Thank you. Speaker Gingrich. Senator Levin. 
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Senator Levin. Just one comment about the Iranian President’s 
comment, which, I happen to agree with you, is not only a total 
outrage, but a very disturbing statement. When the Iranians are 
seeking nuclear weapons, that kind of statement made by the 
president of that country should put everybody on notice as to what 
their possible intentions are. 

I do see, however, that the Security Council took some action rel- 
ative to that statement. Is that your understanding? 

Mr. Gingrich. It took no action that has any meaning in the real 
world. 

Senator Levin. But they disowned it. 

Mr. Gingrich. They disowned it. The Europeans have indicated 
they feel bad. This is like dealing with Adolf Hitler in 1935. 

Senator Levin. But I think the Israelis welcomed the U.N. Secu- 
rity Council taking notice of that statement, for what it is worth. 

Mr. Gingrich. No, look. Senator, if I might, you are technically 
correct that given the level of anti-Semitism we have seen in Eu- 
rope, given the level of anti-Israeli behavior by the Europeans, 
given the degree to which they have been willing to overlook vir- 
tually anything done by the Palestinians, the fact that the Euro- 
peans would at least notice that a threat to totally wipe them out 
was inappropriate was good. 

All I am suggesting to you is, as a student of history, if we lose 
Tel Aviv one morning, looking back on a U.N. Security Council res- 
olution will not be very useful, and no one that I know of in this 
country or at the United Nations is talking seriously about what 
you have to do with a regime which in any reasonable world would 
be an outlaw regime. 

Senator Levin. I think there are serious discussions taking place, 
by the way. I disagree with you on that matter 

Mr. Gingrich. Well, I hope you are right. 

Senator Levin. There are very serious discussions taking place, 
and so your feeling that it was, given the backdrop and given the 
environment and given the previous level of anti-Semitism that the 
taking up of the issue at least was good, all it does to me, it rein- 
forces the idea that it is good, but not good enough, and that is 
what you are saying 

Mr. Gingrich. It is a start. 

Senator Levin [continuing]. And that is what I am saying. But 
at least in the Israeli eyes, it was perceived as being something 
that was good and we ought to at least acknowledge that for what 
it is worth, as at least some — it may be a baby step, but at least, 
finally, it is a step in the right direction. It shouldn’t have taken 
that kind of an unbelievable statement by a president of a country 
for that baby step to be taken. I happen to agree with you on that, 
too. But nonetheless, I think we should note that at least from the 
Israeli perspective, it was welcomed. 

Senator Coleman. Before you leave, Mr. Speaker, as a former 
Speaker, you understand this language. I associate myself with 
your comments regarding Iran. Thank you very much and it is a 
pleasure having you come before us today. 

I would now like to welcome our final witnesses for today’s hear- 
ings, Thomas Melito, a Director with the Government Account- 
ability Office’s International Affairs and Trade Team, and Robert 
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W. Werner, the Director of the Department of Treasury’s Office of 
Foreign Assets Control. I appreciate your attendance at today’s im- 
portant hearing and am anxious to hear your testimony. 

Mr. Melito is here to update the Subcommittee on the GAO re- 
view of U.N. procurement and auditing requested by this Sub- 
committee and the House International Relations Committee. Mr. 
Werner will discuss the role of the Department of the Treasury in 
OF AC and the U.N. sanctions program. I look forward to hearing 
from you both. 

Before we begin, pursuant to Rule VI, witnesses who testify be- 
fore the Subcommittee are required to be sworn. At this time, I 
would ask you all to please stand and raise your right hand. 

Do you swear the testimony you are about to give before this 
Subcommittee will be the truth, the whole truth, and nothing but 
the truth, so help you, God? 

Mr. Melito. I do. 

Mr. Werner. I do. 

Senator Coleman. We will be using a timing system, gentlemen. 
I think 1 minute before the red light comes on, you will see the 
lights change from green to yellow. That will give you an oppor- 
tunity to conclude your remarks. Your written testimony will be 
printed in the record in its entirety. We ask that you limit your 
oral testimony to no more than 10 minutes. 

Mr. Melito, we will have you go first, followed by Mr. Werner, 
and after we have heard all the testimony, we will then turn to 
questions. Mr. Melito, you may proceed. 

TESTIMONY OF THOMAS MELITO/ DIRECTOR, INTERNA- 
TIONAL AFFAIRS AND TRADE TEAM, U.S. GOVERNMENT 

ACCOUNTABILITY OFFICE 

Mr. Melito. Mr. Chairman, Ranking Member Levin, I am 
pleased to be here today to discuss internal oversight and procure- 
ment in the United Nations. 

The findings of the Independent Inquiry Committee into the U.N. 
Oil-For-Food Program have rekindled longstanding concerns about 
internal oversight and procurement at the United Nations. Today, 
I will share with you our observations on the extent to which budg- 
eting processes affect the ability of the U.N.’s Offices of Internal 
Oversight Services, or OIOS, to perform independent and effective 
oversight. I will also discuss some of the U.N.’s efforts to address 
problems affecting the openness and professionalism of its procure- 
ment system. I would like to stress that my comments today reflect 
the preliminary results of our ongoing work. 

My statement today has two main findings. First, OIOS’s ability 
to carry out independent, effective oversight of U.N. organizations 
is hindered by the U.N.’s budgeting processes. Second, despite some 
progress, the United Nations has yet to fully address previously 
identified problems affecting the openness and professionalism of 
its procurement system. I will now highlight our main findings. 

We found that the ability of OIOS to carry out independent, ef- 
fective oversight is impeded by the U.N.’s budgeting processes in 
three ways. First, the Secretary-General’s Budget Office, over 


^The prepared statement of Mr. Melito appears in the Appendix on page 102. 
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which OIOS has oversight authority, controls OIOS’s regular budg- 
et. Although the General Assembly stated the office is to be oper- 
ationally independent, OIOS has limited recourse regarding the 
Budget Office’s decisions. OIOS can negotiate with the Budget Of- 
fice on suggested changes to its budget proposal. However, it is lim- 
ited in its ability to independently request from the General As- 
sembly the resources it needs to provide effective oversight. 

Second, the funds and programs that the OIOS examine control 
its extra-budgetary resources. The Office’s reliance on these re- 
sources has steadily increased over the years, from 30 percent in 
its 1996-1997 budget to 62 percent in its latest budget. This in- 
crease has been primarily due to the growth in peacekeeping oper- 
ations. Heads of funds and programs can approve or deny budgets 
and staffing for oversight work. By denying OIOS funding, U.N. en- 
tities can avoid audits and high-risk areas may not be adequately 
reviewed. For example, according to a senior OIOS official, the Of- 
fice has not been able to reach a memorandum of understanding 
to review the U.N. Framework Convention on Climate Change. 

Third, U.N. regulations make it difficult for OIOS to shift re- 
sources among the locations or divisions to meet changing prior- 
ities. For example, OIOS officials requested a reallocation of 11 in- 
vestigative posts from New York to Vienna to save travel funds and 
be closer to the entities they primarily investigate. The change was 
approved only after repeated requests over a number of years. 

Let me now turn to our second finding, addressing the openness 
and professionalism of U.N.’s procurement system. The U.N. Pro- 
curement Service has improved the clarity of its procurement man- 
ual. In 1999, we reported the manual did not provide detailed dis- 
cussions on policies and procedures. The United Nations has ad- 
dressed these problems in its current manual, which was endorsed 
by a group of outside experts. The manual now has step-by-step in- 
structions and flow charts explaining the procurement process. 

However, the United Nations has not addressed concerns about 
the lack of an independent bid protest process, the qualifications of 
procurement staff, and the clarity of ethics regulations. 

First, the United Nations has not heeded a 1994 recommendation 
by a group of independent experts to establish an independent bid 
protest process, as soon as possible. As a result, U.N. vendors can- 
not protest the Procurement Services’ handling of their bids to an 
independent office. We reported in 1999 that such a process is an 
important aspect of an open procurement system because it alerts 
senior U.N. officials to failures to comply with procedures. In con- 
trast to the U.N.’s approach to bid protest, the U.S. Government 
provides vendors with two independent bid protest processes. Ven- 
dors dissatisfied with a U.S. agency’s handling of the bids may pro- 
test to the Court of Federal Claims or to the U.S. Government Ac- 
countability Office, which receives more than 1,100 such protests 
annually. 

Second, the United Nations has not fully addressed longstanding 
concerns regarding the qualifications of the procurement staff 
Most procurement staff at headquarters have not been profes- 
sionally certified. A U.N. commission report found that it was im- 
perative that more U.N. procurement staff be certified. The authors 
of the study told us that the U.N.’s level of certification was low 
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compared to other organizations. Procurement officials stated that 
their goal is to secure certification of all staff within 5 years. Ac- 
cording to U.N. officials, the curriculum for the trainers has been 
finalized and the United Nations has trained some staff as train- 
ers. However, these staff have yet to receive certification they need 
before they can train U.N. procurement staff. 

Finally, the United Nations has not finalized several proposals to 
clarify ethics regulations for procurement staff. Although the 
United Nations has established general ethics rules and regula- 
tions for all staff, the General Assembly asked the Secretary-Gen- 
eral this year to issue ethics guidelines for procurement staff with- 
out delay. The Secretary-General also directed that additional rules 
be developed for procurement offices concerning their status, rights, 
and obligations. Several draft procurement regulations are waiting 
internal review or approval. No firm dates have been set for their 
release. The proposed policies reinforce ethics standards on conflict 
of interest and acceptance of gifts from procurement staff and out- 
line U.N. regulations for suppliers of goods and services to the 
United Nations. 

Mr. Chairman, this completes my prepared statement. I will be 
happy to address any questions you or Ranking Member Levin may 
have. Thank you. 

Senator Coleman. Thank you very much, Mr. Melito. Mr. Wer- 
ner. 

TESTIMONY OF ROBERT W. WERNER, i DIRECTOR, OFFICE OF 

FOREIGN ASSETS CONTROL (OFAC), U.S. DEPARTMENT OF 

THE TREASURY 

Mr. Werner. Chairman Coleman and Ranking Member Levin, I 
appreciate the opportunity to discuss the responsibilities of the Of- 
fice of Foreign Assets Control, or OFAC, as these pertain to the 
United Nations Oil-For-Food Program and Iraqi sanctions. I will 
briefly discuss these responsibilities and respectfully request, Mr. 
Chairman, that my written remarks be submitted for the record. 

Senator Coleman. Without objection. 

Mr. Werner. Since becoming Director of OFAC in October 2004, 
I have learned firsthand that it is a small but exceptional agency 
of experienced, knowledgeable professionals dedicated to carrying 
out the complex mission of administering and enforcing economic 
sanctions based on U.S. foreign policy and national security goals. 

OFAC currently administers 30 economic sanctions programs 
against foreign governments, entities, and individuals. Though 
eight of these programs have been terminated, they still require re- 
sidual administrative and enforcement activities. 

In administering and enforcing economic sanctions programs, 
OFAC maintains a close working relationship with other Federal 
departments and agencies to attempt to ensure that these pro- 
grams are implemented properly and enforced effectively. I would 
also note, Mr. Chairman, that all of the programs we administer 
require that we work closely with a broad range of industries po- 
tentially affected by these programs. We are presently expanding 
and improving communication with these diverse constituencies. 


^The prepared statement of Mr. Werner appears in the Appendix on page 115. 
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As the Subcommittee knows, following the Iraq invasion of Ku- 
wait in August 1990, the U.N. Security Council adopted Resolution 
661, which imposed sweeping economic sanctions against Iraq. The 
President also issued two Executive Orders, one which froze the as- 
sets of the Government of Iraq in the United States or under the 
control of U.S. persons and imposed a comprehensive trade embar- 
go against Iraq, and another that broadened those sanctions con- 
sistent with U.N. Resolution 661. These sanctions were imple- 
mented by OFAC through the Iraqi Sanctions Regulations. 

In April 1995, the U.N. Security Council adopted Resolution 986 
in order to alleviate the serious humanitarian crisis in Iraq. Under 
the Oil-For-Food Program, the Government of Iraq was permitted 
to sell and to export from Iraq petroleum and petroleum products 
as well as to purchase and import humanitarian materials and sup- 
plies to meet the essential needs of the civilian population in Iraq. 
The proceeds from sales of Iraqi origin petroleum and petroleum 
products were to be deposited into a special escrow account at the 
New York branch of Banque Nationale de Paris, where they would 
be used to fund purchases made by the Government of Iraq. 

The Secretary-General established a panel of independent ex- 
perts in the international oil trade to oversee oil purchase contracts 
and ensure that they complied with requirements provided for in 
Resolution 986. The panel was responsible for assessing the pricing 
mechanisms for petroleum purchases in order to determine wheth- 
er they reflected fair market value. The panel was also responsible 
for providing analysis and recommendations to the 661 Committee. 

With respect to purchases of humanitarian materials and sup- 
plies, the Government of Iraq was required to prepare a cat- 
egorized list of humanitarian goods and supplies it intended to pur- 
chase and import pursuant to Resolution 986 and to submit it to 
the Secretary-General. The Secretary-General would then forward 
the distribution list to the 661 Committee for review and approval. 
Individual contracts for purchases of humanitarian goods and sup- 
plies were to be submitted to the 661 Committee separately 
through the relevant U.N. mission for the exporting state. Experts 
in the U.N. Secretariat were to examine each contract, especially 
regarding quality and quantity of the goods and supplies, in order 
to determine whether a fair price and value were reflected in the 
document. 

Consistent with Resolution 986, effective December 10, 1996, 
OFAC amended the Iraq sanctions regulations to authorize U.S. 
persons to enter into executory contracts with the Government of 
Iraq for the purchase of Iraqi origin petroleum and petroleum prod- 
ucts into trade and oil field parts and equipment and civilian 
goods, including medicines, health supplies, and food stuffs. U.S. 
persons were also authorized to enter into executory contracts with 
third parties outside OF AC’s jurisdiction that were incidental to 
permissible executory contracts with the Government of Iraq. U.S. 
persons were not authorized to engage in transactions related to 
travel to or within Iraq for the purpose of negotiating and signing 
executory contracts. However, OFAC amended the regulations to 
authorize U.S. persons to enlist and pay the expenses of non-U. S. 
nationals to travel to Iraq on their behalf. 
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OFAC issued approximately 1,050 specific licenses to U.S. per- 
sons for various aspects of the Oil-For-Food Program, primarily 
under three provisions of the regulations. Because of the com- 
plexity of the Oil-For-Food Program, OFAC engaged in an outreach 
program to assist licensees in understanding their obligations. 
OFAC provided guidance about the program’s requirements in hun- 
dreds of sanctions workshops. It also published information on 
Iraqi sanctions in numerous plain-language brochures. Further, it 
referenced the program in articles published in numerous industry 
magazines. 

In addition to engaging in this general guidance, in January 
1997, OFAC issued a memorandum to the U.S. Customs Service 
recommending that Customs require importers of Iraqi petroleum 
or petroleum products to provide a copy of the 661 Committee ap- 
proval for which the petroleum or petroleum products in question 
comprised all or a part of the original purchase. OFAC also sug- 
gested that Customs request from the importer a brief statement 
describing the type and the amount of imported Iraqi products and 
affirming that, to the best of the importer’s knowledge and belief, 
the imported Iraqi petroleum or petroleum products comprised all 
or a portion of the purchase covered in the accompanying U.N. doc- 
ument. Customs confirmed that it had issued instructions to Cus- 
toms field offices pursuant to the guidance contained in OF AC’s 
memorandum. 

In December 2000, OFAC also published explicit information 
about authorized and unauthorized payments under the Oil-For- 
Food Program. This document, entitled “Guidance on Payment for 
Iraqi Origin Petroleum,” was prepared in response to media reports 
that the Government of Iraq had attempted to force its oil cus- 
tomers to violate U.N. Security Council resolutions by demanding 
that they pay premiums in the form of surcharges, port fees, or 
other payments into an Iraqi-controlled account. The guidance spe- 
cifically stated that no transfer of funds or other financial or eco- 
nomic resources to or for the benefit of Iraq or a person in Iraq 
could be made except for transfers to the 986 escrow account. 

OFAC also had the authority to specially designate, that is, to 
identify publicly and to block assets of any individual or business 
that was directly or indirectly owned or controlled by the Govern- 
ment of Iraq or that purported to act for or on behalf of that gov- 
ernment. As an essential element of the Iraq sanctions, OFAC 
began an initiative to identify front companies and agents used to 
acquire technology, equipment, and resources for Iraq or otherwise 
act on behalf of the Government of Iraq. The designations not only 
exposed those persons and blocked their assets, but also cut them 
off from participation in the U.S. economic system. Ultimately, 
OFAC designated approximately 300 separate entities or individ- 
uals. 

In addition, over the past 13 years of the Iraq sanctions, OFAC 
has completed over 300 civil enforcement investigations and audits 
involving U.S. financial institutions, corporations, and individuals. 
The violations investigated range from unauthorized attempts to 
export goods through Iraq to operating brokerage accounts for spe- 
cially designated nationals of Iraq. In those cases where violations 
were found, the action taken by OFAC ranged from the issuance 



42 


of warning letters to the imposition of civil monetary penalties, de- 
pending on the nature, circumstances, and scope of the violation. 

Finally, criminal investigations of violations of OFAC-adminis- 
tered sanctions programs have been conducted by a variety of U.S. 
law enforcement agencies. OF AC plays a coordinating and advisory 
role in such cases and works closely with agents and assistant U.S. 
attorneys. Criminal charges of lEEPA violations for unlicensed 
transactions involving Iraq have been brought in at least 13 cases 
since August 1990. 

Having said all the above, there are clearly valuable lessons to 
be learned from a review of OEAC’s administration of this program 
and we are already beginning to take steps to address some of 
those issues. 

I thank the Subcommittee for the opportunity to discuss OEAC’s 
role in implementing economic sanctions against Iraq, including its 
role in the Oil-Eor-Eood Program, and I look forward to taking your 
questions regarding our Administration and enforcement of Iraq 
sanctions and plans for improvement. Thank you. 

Senator Coleman. Thank you. Thank you very much, gentlemen. 

Could we put Exhibit 2 on the podium there, ^ the chronology? 
Let me start with you, Mr. Werner and then I will proceed to Mr. 
Melito. Mr. Werner, I think in your testimony you indicated that 
in 2000, sometime in 2000 there were reports of surcharges, of the 
Iraqis requiring surcharges in regard to oil sales. Is that correct, 
was it 2000? 

Mr. Werner. That is my understanding, yes. 

Senator Coleman. So sometime in the year 2000 there is some 
discussion, there is murmuring going on that the Iraqis are requir- 
ing surcharges. One of the companies which the Volcker report has 
identified as being a major importer, Bayoil, and I think it was 
about 18 percent of the total Oil-for-Eood imports was involved 
then in lifting Iraqi oil, and looking at the chronology it appears 
that in August 2001 — so it is after 2000, we have reports of sur- 
charges. You have a major American company involved in lifting 
quantities of oil. You have the State Department writing to OEAC 
asking to contact Bayoil and urge the company to respond quickly 
and completely to the Office of Iraq program’s request for informa- 
tion. If you go down to April 23, 2002, 8 months after the initial 
request for assistance, OEAC writes to Bayoil and requests a report 
on transactions in Iraq. 

Why would it have taken 8 months? You have reports of sur- 
charges, so there is a little concern out there that something is 
going on that is problematic. You have issued guidelines telling 
people not to pay surcharges, and you have got 8 months in be- 
tween the time you request it until the time you actually contacted 
Bayoil. Can you explain why the 8 months? 

Mr. Werner. Mr. Chairman, let me start by saying that since 
that chart was produced by this Subcommittee in May I have had 
it sitting on my desk and I have spent a lot of time thinking about 
it, reviewing with staff the facts associated with that matter and 
using that as a lesson as we restructure our office. Erankly, I am 
really not going to dwell on the fact that August 2001, of course. 


^ See Exhibit No. 2 which appears in the Appendix on page 123. 
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is 1 month before September 11 where OF AC played a critical role 
in having to address the events of that month. Much of OFAC’s re- 
sources were reallocated to deal with that crisis. 

And I am not going to dwell on the fact that we are talking about 
complex criminal conduct that really, when you look at the indict- 
ments and the history of this case, much of what was uncovered 
leading to an understanding of Bayoil’s conduct was uncovered 
through documents that were obtained in Iraq or through law en- 
forcement tools that just were not available to OFAC. And frankly, 
the reason I am not going to dwell on those things, even though 
I think that they are valid, is that the process in place then that 
indicates a serious problem with the way OFAC addressed this 
issue. 

The fact of the matter is that flaw, I think, came out of a lot of 
confusion. This conclusion is based on my reconstruction, because 
as you know I was not there at the time. But based on my attempts 
to reconstruct what happened, to the best of my knowledge what 
I can glean is that there was a true confusion over how this pro- 
gram was to be administered. The old adage too many cooks spoil 
the pot comes to mind. There were lots of people involved in this 
process. The United Nations had committees and experts, and 
there were multinational governmental issues at stake. The State 
Department, of course, and OFAC coordinate closely on these sorts 
of things, but given all the moving parts in this program I think 
in general there really was genuine confusion over who was ac- 
countable for what. 

Frankly, that is something that we can take away from this in- 
vestigation, which is the fact that when you have a complex multi- 
national program like this it is critical to lay out who is account- 
able for what, and the lines of authority and responsibility. I think 
that is something that was not done as well as it could have been 
here. 

But also I think it is important to understand that, as I said, 
OFAC currently is administering 30 economic sanctions programs. 
The level of complexity across these programs is great. Frankly, 
OFAC has not in the past been able to have a focus on complex 
investigations that would have allowed it to independently pursue 
these kinds of issues. 

Again, does that excuse the fact that apparently OFAC when 
they even got information from Bayoil failed to forward that infor- 
mation to the State Department? No. Those are the kinds of things 
that illustrate that I have to build accountability into my office to 
make sure they do not happen again. And I have taken significant 
steps to do that. We filed a report with our appropriators on a fair- 
ly ambitious technology system that will help build accountability 
into OFAC and track records. We have reorganized the components 
of OFAC so that now we have combined our enforcement and civil 
penalties and investigative components under a single associate di- 
rector who has full accountability across those programs for con- 
solidating information. And we have refocused our need to be more 
proactive in the way we approach complex investigations. 

Senator Coleman. I appreciate your candor, Mr. Werner, and 
with that candor — and I do appreciate it — though as I look at this, 
look at the chronology and look at the complexity — right now we 
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can look back and we see Bayoil has been indicted and we have 
gotten records showing the creation of phony companies making 
payments which were actually then the kickbacks. We have seen 
that in regard to some of the Russian dealings and setting up sham 
companies that really did not exist except for the per se kickbacks. 

But my concern is, it was not that the documents were not avail- 
able. It is that you did not try to get them. It was not that it was 
complex. I mean, it would be one thing to say it is complex after 
the fact, but at the time I do not even think you knew that because 
it did not seem like there was an effort to even get the documents. 
Now we can look back and say complex, but I would have pre- 
ferred — it would have been better — and again I appreciate your 
candor — if you would have come to me and said, “Chairman, we 
have requested the documents. We have pursued this. We simply 
did not have the people power to get this done.” But it appeared 
as if you never got to that stage. You never got to make that judg- 
ment. 

The concern was not that there were lots of people, but it ap- 
peared that — it would be different if three different agencies were 
looking at these documents. But as you look at the chronology and 
you listen to the questions that the Ranking Member posed of 
Chairman Volcker and others what you are finding out is that very 
few were involved in dealing with this. It was not a multitude of 
folks dealing with Bayoil. You have rumors and a concern being 
raised about surcharges. You have an American company deeply 
involved in the program. You get a request for information and we 
get nothing. We get nothing, as if a blind eye is being turned to 
this. So that is my frustration. 

Again I appreciate your candor saying you are looking at it as 
a lesson of what should not be. I think that is a fair description. 

Mr. Melito, I am going to come back. I have a separate line of 
questioning for you. I know this witness is of great concern to the 
Ranking Member and I am going to turn to the Ranking Member 
at this time and then come back to you, Mr. Melito, afterwards. 

Senator Levin. 

Senator Levin. Thank you. Thank you, Mr. Chairman. Mr. Wer- 
ner, is it correct that under OFAC regulations that OF AC licensees 
had to follow the terms of the U.N.-approved contracts so that any 
violation of U.N. -approved contracts would be a violation of OFAC 
regulations? 

Mr. Werner. Yes, sir, that is true. 

Senator Levin. Now who had the primary responsibility to en- 
force OFAC regulations? 

Mr. Werner. OFAC had the primary civil responsibility. 

Senator Levin. Is there some office in OFAC or some individual 
who was supposed to enforce these regulations? 

Mr. Werner. The way OFAC was organized at the time — quite 
different than now — is that there was a compliance division. There 
was also an enforcement division and a civil penalties division, and 
those three separate divisions would have had some sort of overlap- 
ping responsibility. 

Senator Levin. Now OFAC was aware of the reports that sur- 
charges were being paid because you issued a regulation in the 
year 2000; is that correct? 
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Mr. Werner. Yes, sir. 

Senator Levin. Were you aware that the United States was the 
largest purchaser of Iraqi oil? 

Mr. Werner. I am aware of that based on the information I 
heard in the hearing today, sir. 

Senator Levin. But you were not aware, or the folks at OF AC 
were not aware at the time? 

Mr. Werner. I cannot say, sir. I was not there. 

Senator Levin. Did OFAC make any inquiries to Bayoil as to the 
nature of the purchases of Iraqi oil? 

Mr. Werner. OFAC did issue what is called a 602, which is our 
parlance for an administrative subpoena, to Bayoil. I think the 
chart indicates that fact. It was done based on the State Depart- 
ment request. Frankly though. Senator, when I look at that request 
it is not the way I would have phrased it. It did not contain any 
reference to the surcharge issue. It appeared to be based on just 
requiring records production under the licenses that had been 
issued and really did not get to the heart of the matter. 

Senator Levin. How do you explain that? 

Mr. Werner. Again, I have had to reconstruct what happened. 
A lot of the folks who were the senior managers at the time are 
no longer at OFAC, so it is difficult. I have to speculate. But based 
on the inquiries I have been able to do, it appears that OFAC was 
under the impression that they were very limited in the sort of in- 
formation they could ask at that time. 

Senator Levin. Did OFAC ask any U.S. company that was buy- 
ing Iraqi oil or selling goods to Iraq about the issue of paying sur- 
charges or kickbacks to the Hussein regime? 

Mr. Werner. Not that I am aware of. 

Senator Levin. So here is a regime which during these years we 
were sanctioning, we were participating in the U.N. program to 
make sure that Saddam would not use Iraqi oil to build more pal- 
aces, but would rather use it for humanitarian purposes. This is a 
regime that we were contemplating going after, we were threat- 
ening with military force. Yet we were doing nothing at OFAC to 
try to prevent him from lining his pockets during the years 2001, 
2002, before we attacked him in 2003. We were not taking steps 
to prevent him from lining his pockets with money that was illicit. 

How much of a higher priority could there be than that? I mean, 
when you think about it, this was a period of time when the Ad- 
ministration was making some very strong statements about Sad- 
dam Hussein and about what Iraq was doing to its people, and 
properly so. Congress adopted a resolution in 2002 about regime 
change in Iraq. So we were all very conscious about what Saddam 
meant to his people in terms of butchery and savagery. 

How could OFAC not respond to the requests to keep money 
from getting into this guy’s treasury? 

Mr. Werner. The only explanation I can offer, and in defense of 
the staff who, as I said, are highly dedicated staff — 6 to 10 — the 
number fluctuated over the years, enforcement investigators at 
OFAC were dealing not just with the enforcement issues associated 
with the Iraq program but some 20-odd economic sanctions pro- 
grams including at that time not only the Iran sanctions program 
but also the new counterterrorism Executive Order. 
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I think when you look at the resources available and the way 
they were likely allocated to deal with all of the competing prior- 
ities of the office, which by the way is not just enforcement of pro- 
grams but the Administration. So you are talking about, I think 
now the statistics are about 40,000 licensing and opinion requests 
a year that OF AC processes, 2,000 calls a week on its hotline for 
compliance advice. These are all demands being placed on an agen- 
cy that at this point is — I counted the number of people on the 
Volcker Commission and I think it is about even. 

So I think, again, there were difficult decisions made in 
prioritizing and using resources and, in 20/20 hindsight sometimes 
you can clearly point to where you wish you had focused your re- 
sources. But again that is always easier in 20/20 hindsight than I 
think it was at the time. 

Senator Levin. Without using 20/20 hindsight, there was only 
one country at the time that we were contemplating going to war 
against. And any money that was allowed to go to Qiat dictator 
would end up being used against us in a war. We were seriously 
talking about attacking Saddam Hussein during this period of 
time, so this is not like 400 other inquiries. This is like money that 
was going in kickbacks to a regime with whom we could be at war. 
That is not 20/20 hindsight. That is the reality at the time. So I 
do not understand your priorities. 

Mr. Werner. Again, they were not my priorities because I was 
not there but 

Senator Levin. I do not understand OF AC’s priorities. 

Mr. Werner. But I have a hard time second-guessing OF AC be- 
cause, again, I see the crushing amount of work and the complexity 
of the programs we administer now with the resources we have and 
I would be very reluctant to second-guess at the time as people 
were dealing with the emergencies that were arising and all the 
programs including the events created by September 11 — to include 
that the judgments made at that time were clearly flawed. It would 
be difficult for me to conclude that. 

Senator Levin. The Administration wants to connect the attack 
on Iraq with the event of September 11. That is what they have 
continually tried to connect. So you are disconnecting it, which I 
think is accurate, but the Administration’s constant reference to 
September 11 as somehow or other connected with the attack on 
Iraq does not fit with your priority either. With OF AC’s priority, 
to be fair to you. 

Mr. Werner. Again, I think we are all in a position of having 
to reconstruct what was happening at the time and that is always 
very difficult. But as I said, I clearly felt the need to refocus 
OFAC’s enforcement approach because I think OFAC had been 
very reactive. Whatever was referred to it went into a queue. There 
was an overwhelming backlog of cases for a very limited number 
of people, and we have taken steps to try to address that. I would 
be kidding you and myself though if I told you that a reorganiza- 
tion of the office has been able to fix the demands that are put on 
that office by the 30 economic sanctions programs we administer. 

Senator Levin. Let me ask you some very short, quick hopefully, 
factual questions. As I understand it, you received a request first 
from the State Department to obtain information from Bayoil in 
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August 2001. The State Department again contacted OFAC in 
early 2002 to ask for the information from Bayoil. Is that true? So 
far am I on target? 

Mr. Werner. I think that is true. 

Senator Levin. Then OFAC responded, and you wrote to Bayoil 
requesting the report you described in April 2002. OFAC did not 
ask for the specific information that the United Nations wanted 
about Bayoil’s shipments. Is that correct? 

Mr. Werner. That is correct. 

Senator Levin. And OFAC did not instruct Bayoil to cooperate 
with the United Nations? 

Mr. Werner. I believe that is correct. I think OF AC’s request 
was styled as a classic subpoena just requesting production of the 
documents. 

Senator Levin. Now OFAC asked Bayoil for permission to give 
its response, which was inadequate, but its response to the United 
Nations. Is that correct? 

Mr. Werner. That is correct. 

Senator Levin. Why did OFAC ask Bayoil for permission to send 
a response of Bayoil to the United Nations? 

Mr. Werner. I think that relates to — and having the chief coun- 
sel’s office for OFAC talk to your staff about that might be more 
productive in a subsequent conversation, but I think it based on 
fears that the Trade Secrets Act prohibited OFAC from sharing cer- 
tain information outside of the U.S. Government without the con- 
sent of the parties. 

Senator Levin. Have you checked to see whether that in fact is 
correct? 

Mr. Werner. Again, I think it is a very complex legal analysis 
and I would be very reluctant to give you my view on that. But my 
understanding was that was a general concern at the time. 

Senator Levin. Did OFAC forward the Bayoil letter to the State 
Department? 

Mr. Werner. From what I have been able to tell, that did not 
happen. 

Senator Levin. Do you know why that did not happen? 

Mr. Werner. I do not know why it did not happen and I have 
tried very hard to figure it out. 

Senator Levin. Thank you, my time is up for this round. Thank 
you. 

Senator Coleman. Just if I can follow up that last point. I do not 
want to go back because it is right here. So OFAC asked for per- 
mission from Bayoil. Bayoil never gives permission to share with 
the United Nations, right? 

Mr. Werner. No, Bayoil did give permission but I cannot find 
any documentary evidence that OFAC followed up and actually for- 
warded the information to the State Department. 

Senator Coleman. So the United Nations never obtained any in- 
formation about Bayoil? 

Mr. Werner. As far as I know that is correct. 

Senator Levin. Excuse me for interrupting, Mr. Chairman. I 
think the Chairman’s question was did Bayoil give permission to 
send the information to the United Nations. 
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Mr. Werner. OK, I am sorry then let me — they did not give per- 
mission to send it to the United Nations. They gave permission for 
us to send it to the State Department. 

Senator Coleman. Which means to no one else. So Bayoil never 
gave permission then to send it to the United Nations? 

Mr. Werner. I do not know that they gave permission for that, 
no. 

Senator Coleman. Mr. Melito, GAO did a report on OIOS, I 
think, in 1997 and at that point in time I think there were sugges- 
tions for increased transparency, which I understand were rejected 
by the secretary of management oversight. Between 1997 and 2005 
did GAO have occasion to check as to what happened to your rec- 
ommendations? Did you have further contact? Can you fill me in, 
in that 8-year period was there ever any follow up with what you 
did in 1997 prior to the Subcommittee’s request? 

Mr. Melito. Part of GAO’s process is we do follow up on our own 
recommendations, but we did not actually do any subsequent stud- 
ies, because we do studies of the United Nations at the request of 
Congress. 

Senator Coleman. As you look back today and go back to 1997, 
were there weaknesses — that eight-year period, weaknesses that 
were — what exists today in OIOS management and operations and 
how do they address — how should we address them? 

Mr. Melito. OIOS is under a lot of pressure, budgetary pres- 
sures, issues of reporting and such. I think it is recognized now. I 
mean, it was in the outcome document that they should actually 
get extra resources, and the Secretary-General is committed to 
looking at a study at OIOS. This is a prelimnary study of ours. We 
are going to provide you next year with a much more expansive 
look at OIOS. We are concerned about issues of independence, 
issues of whether they are reporting to the right places and such. 
This is a vital part of the oversight mechanism of the United Na- 
tions and we want to make sure it is operating properly. 

Senator Coleman. Has there been an effort to increase the OIOS 
budgetary base? I believe it was budgeted — a 2-year budget is $24 
million or something to that degree. 

Mr. Melito. OIOS receives 

Senator Coleman. But let me just say, because the issue here is 
budgetary independence. 

Mr. Melito. Yes. 

Senator Coleman. That is one of the concerns. 

Mr. Melito. Yes. 

Senator Coleman. In order to do an audit you have to get the 
approval of the folks who you audit, and they have to pay for it. 
And if they choose not to pay for it there is not an audit. 

Mr. Melito. OIOS receives its money from two sources; the reg- 
ular budget, which is what you just referred to, which has been rel- 
atively fiat over the last 10 years, but it also receives quite a bit 
of resources now from what is called extra budgetary resources. 
Those are from the funds and programs which are not directly 
under the Secretary-General and they now represent 62 percent of 
all OIOS’ resources. And we have a particular concern about that 
because in those cases the heads of those organizations have to 
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agree to allow OIOS to audit them, which is a direct infringement 
on the independence of OIOS. 

Senator Coleman. So if the organization does not agree to the 
audit, OIOS does not have the resources on its own to do the audit. 

Mr. Melito. In those cases, yes. 

Senator Coleman. Can we talk just a little bit, I just want to 
touch on Oil-for-Food. Do you have an assessment of why OIOS did 
not uncover waste, abuse, fraud in the — they did a series of audits. 
Why did they miss what, if you look at the Volcker Report, is just 
so overwhelming in terms of the mismanagement and the fraud 
and the abuse. 

Mr. Melito. Let me preface my statement by saying, Joseph 
Christoff who has testified in front of this Subcommittee is actually 
the lead GAO official for Oil-for-Food, but I can answer a little bit 
of your question. As he testified last year, OIOS actually was able 
to audit a segment of the Oil-for-Food program, mostly the program 
in the north. And in those cases I think OIOS did identify some 
cases of fraud, waste, abuse, and such. But the headquarters of op- 
erations of Oil-for-Food as well as operations based in Baghdad in 
the south, OIOS was unable to look at, and that, I think probably 
restricted its ability to report on some of the things which have 
come up since then. 

Senator Coleman. Then could you tell us the reason why they 
were not able to look at it? 

Mr. Melito. One example is similar to the concern that we are 
raising today about extra-budgetary resources. The head of Oil-for- 
Food denied OIOS from doing basically a risk assessment of the 
Oil-for-Food program. 

Senator Coleman. Is that Benon Sevan? 

Mr. Melito. Yes. 

Senator Coleman. Who was found to be getting oil allocations 
and in essence being bribed by Saddam Hussein? 

Mr. Melito. I believe so, yes. 

Senator Coleman. The U.N. reform summit that just took place 
a couple weeks ago calls for major comprehensive review of U.N. 
auditing and oversight. Do you have any information on the status 
of that review? 

Mr. Melito. I think the Secretary-General is expected to an- 
nounce the details in November, so probably in the next few weeks. 

Senator Coleman. Is that the review itself or is that the process 
of review that he is announcing? Do you know if the review is going 
on right now? 

Mr. Melito. I think the review has not begun yet. So he will an- 
nounce actually the timetable, who is going to do it and such in No- 
vember. 

Senator Coleman. If we do not address the budget issue, one of 
my concerns is that you have a U.N. biennial budget that is nor- 
mally completed in December 2005, and if you do not change the 
budget process you cannot strengthen the auditing process. Is that 
a fair statement? 

Mr. Melito. I want to reiterate, there is a commitment to in- 
crease the resources of OIOS so I am not sure what the final budg- 
et allocation to OIOS will be. But I do agree with your larger point 
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that there is a strong connection between what is in the budget 
and how they are going to reform the organization. 

Senator Coleman. One of my concerns, I believe the current 
head of OIOIS has questioned the need for some of those increases 
in resources. 

Mr. Melito. I did see that, but I also saw a statement where she 
herself expressed concerns about the independence of the office and 
its reliance on extra-budgetary resources, so I am hearing mixed 
signals coming from different sources. 

Senator Coleman. I am deeply troubled though if the head of the 
organization does not understand it and have a strong commitment 
to strengthening the auditing process. 

Can we talk a little bit about procurement? I believe we have one 
case where an individual has actually been charged with crimes re- 
lated to the procurement process. What is the challenge — can you 
give me your understanding of why the United Nations has failed 
to adopt several internal proposals for clarifying ethics regulations 
for procurement staff and vendors, such as a code of conduct. Why 
is it so difficult to get that enacted? 

Mr. Melito. Those changes are actually moving along, I want to 
say, by U.N. terms, relatively quickly. 

Senator Coleman. Is that iceberg speed, if it is moving a little 
faster? Is that U.N. terms? 

Mr. Melito. I think those will be adopted sometime in the next 
few months. I cannot speak to why it has been going so slow. I do 
know that it is currently a priority. 

Senator Coleman. But you would certainly support a code of eth- 
ics for procurement officers? 

Mr. Melito. Certainly. 

Senator Coleman. Financial disclosure? 

Mr. Melito. Certainly. 

Senator Coleman. Gift limitations? 

Mr. Melito. Yes. 

Senator Colement. You talked a little bit about independent bid 
protest system. Can you explain to the Subcommittee why the ab- 
sence of that independent bid protest system contributes to failure 
of the procurement system? 

Mr. Melito. Certainly. It is best to speak how it works in the 
U.S. system. Under the U.S. system, if a losing bidder has concerns 
of, among other things, he did not think the process was imple- 
mented correctly, there is an independent entity — there are two of 
them — one of which is GAO. The GAO is then required to look into 
it and make sure the processes were followed. And that is some- 
what of an inspection process, and an investigation process. And if 
we then find that there were problems, that actually could undo 
the contract and it also may reveal problems at that particular 
agency. 

Senator Coleman. Can you tell then what the status of the Sec- 
retary-General’s special analysis of the U.N. procurement system 
is? 

Mr. Melito. There is an independent firm who has been hired 
and is about halfway through their study Our understanding is it 
is going to report to the Secretary-General some time toward the 
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end of November. We are not quite sure what happens at that 
point. 

Senator Coleman. How can GAO help us do a better job of stay- 
ing on top of this auditing system in the United Nations? Because 
the issue for many of us is accountability and transparency. You 
have a system now that does not provide a measure of account- 
ability. The independent auditing process is not effective today. So 
there is discussion of reform and there is a question of timing of 
reform. How do we do a better job of staying on top of that? 

Mr. Melito. I think sustained pressure on the United Nations, 
including having GAO look at it is an important device. There was 
a lot of interest in looking at the United Nations in the late 1990’s, 
early 2000, and now there is another effort now. It would be better 
if this process was continuous, I think. 

Senator Coleman. We will certainly from this vantage point do 
our best to make sure the pressure is continuous. 

Senator Levin. 

Senator Levin. Just one question for Mr. Melito. 

Do you have any ideas about possible management reforms that 
would enable the United Nations to compel member states to police 
their nationals? 

Mr. Melito. I do not actually know how that could work, and 
that is actually an area that I have not looked into. Potentially we 
could come back to you with an answer on that. 

Senator Levin. But in all the management reforms that have 
been discussed, proposed to you, studied, you have not come across 
any of those that might have that positive effect? 

Mr. Melito. No. The only thing I can think of right now is if a 
particular violation of law occurs, say in the procurement service 
or something, that person can be prosecuted in his home country 
or the country that he committed the violation. But that is a legal 
issue. 

In terms of ethics, it is more of an employment issue with the 
United Nations. But I am not sure I am answering your question. 

Senator Levin. But you have not come across any proposed man- 
agement reforms? 

Mr. Melito. Not that we have seen, no. 

Senator Levin. Thank you. Thank you, Mr. Chairman. 

Senator Coleman. Gentlemen, I want to thank you. Mr. Werner, 
I want to say in particular, you are in a difficult position here. You 
are trying to explain things that for many of us are not explain- 
able, or not satisfactorily explainable in terms of why things were 
not acted upon, delays. But I do want to welcome your efforts to 
redirect OF AC’s enforcement efforts and the Administration. Given 
the importance of monitoring sanctions, blocking assets of terror- 
ists, money launderers, we need an effective OFAC today, probably 
now more than ever, so I do appreciate you being here today. 

Gentleman, I thank you. 

Senator Levin. On that issue, if I could, I thank you for — and I 
join you in that comment too, Mr. Chairman. But also, do you need 
more staff? You have laid out a real busy agenda and demand on 
your resources here. Have you requested more staff than you have 
been authorized? 
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Mr. Werner. The President’s budget for 2006 does request addi- 
tional FTEs for OFAC and we are continuing to work with the 
Treasury Department. As I said, we have 30 programs, counter- 
terrorism, Iran, Syria, and Sudan. The demands are intense. 

Senator Levin. Thank you. 

Senator Coleman. With that, gentlemen, I want to thank you for 
your testimony today and this hearing is now adjourned. 

[Whereupon, at 3:39 p.m., the Subcommittee was adjourned.] 
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Mr. Chairman, Senator Levin, and Members of the Committee: 

As you are aware, the Independent Inquiry Committee of the United Nations into the 
United Nations Oil-for-Food Programme last Thursday issued its final Report. In that light, your 
request for an informal briefing is timely, and as Chairman of the Committee I am glad to 
respond. 

In doing so, I should emphasize that our inquiry has been an international effort. My two 
fellow Committee members ^e Justice Richard Goldstone, widely known and respected for 
leading investigations both in South Africa and for war crime tribunals, and Professor Mark 
Pieth from Switzerland, who has actively led work in the OECD and elsewhere on efforts to curb 
corporate corruption and money laundering. Over half of our roughly 75 person staff of 
attorneys, investigators, forensic accountants and administrators is from 27 other countries. 

On September 7, we issued a lengthy report reviewing in detail the overall management 
of the Oil-for-Food Programme by the S^urity Council, the UN Secretariat led by Secretary- 
General Kofi Annan, and nine UN-related Agencies. Each of those bodies had substantial and 
often overlapping responsibilities for implementing the Programme. That detailed Report 
concluded that the administration by the Security Council, the Secretariat, and certain UN 
Agencies failed in important respects and was, indeed, marred by corruption. I draw your 
attention particularly to the brief Preface to that Report which has been made available to 
Committee members. 

Our even larger final Report reviews the Programme from a different angle. Specifically 
it describes tlie ways and means by which the Saddam Hussein regime in Iraq manipulated the 
Oil-for-Food Programme to its own ends. 

As a result of that manipulation and with the complicity of thousands of companies, other 
entities, and individuals, close to S2 billion were siphoned off illicitly into the coffers of the 
former Iraq regime at the expense of its own suffering population. One result was to reduce the 
amount of funds available to the new Government of Iraq today. Our Report contains a detailed 
analysis and a number of specific examples of the manner in which so-called “surcharges” were 
imposed by Iraq on those purchasing Iraq oil, or “kickbacks” were required from those supplying 
humanitarian goods under the Programme. 


1 


( 53 ) 



54 


What stands out from that analysis is not only the individual instances of corruption and 
failures of sufficient diligence by important UN contractors, important as that is. One overriding 
theme is the politicization of the process. Saddam plainly chose to favor those nations, 
companies, and individuals that he felt, rightly or wrongly, would assist his efforts to end the 
sanctions imposed at the end of the Gulf War. It is also true, as our earlier reports have 
emphasized, that political differences and pressures within the United Nations Organization 
itself — the Security Council, the Secretariat, and some UN Agencies — frustrated appropriate and 
effective response to the manipulation and corruption of the Programme. 

What I particularly want to emphasize is that the corruption of the Programme by 
Saddam and by many participants-and it was substantial — could not have been nearly so 
pervasive if there had been more disciplined management by the UN and its Agencies. In that 
sense, this last Report reinforces and underscores the need for fundamental and wide ranging 
administrative reform that we emphasized in delivering our report last month. 

That, I think, is the central point that emerges from this Inquiry. 

Let me try to put this in perspective. The Oil-for-Food Programme presented a very 
large, very complicated challenge to the UN. It was the “mother” of all UN humanitarian 
programs. It involved more financial flows than all the ordinary operations of the Organization, 
Thousands of new employees were required and hired. And the Oil-for-Food Programme was 
not just a humanitarian program— it was an integral part of an effort to maintain sanctions 
against Iraq and to keep Saddam from obtaining and maintaining weapons of mass destruction. 

In both of these objectives, humanitarian and security, it had a measure of success. But 
that success came with a high cost — in my judgment, a really intolerable cost — of grievously 
wounding confidence in the competence and even the integrity of the UN, 

In terms of money alone, the illicit payments to the Saddam regime within the Oil-for- 
Food Programme were dwarfed by Iraq trade with Jordan, Turkey, and Syria, in violation of the 
Security Council sanctions. Over the years of the Programme, that “smuggling” amounted to 
more than $8 billion. The smuggling, at least in direction if not in amount, became known to the 
Security Council (and specifically to the United States), but no action was taken to deal with it. I 
have little doubt that laxity in that respect, a willful closing of eyes if you will, was symptomatic 
of attitudes that led to mal-administration more generally. 

The Oil-for-Food Programme may be unique, never to be repeated. But other large and 
complex challenges — humanitarian, environmental, genocidal, or other — are sure to appear, 
alone or in combination. What is at stake is whether that Organization will be able to act 
effectively — whether it will have the funds, the professional competence, the administrative 
leadership to respond. 

Those are not just “technical” requirements for effectiveness. They are necessary to 
support any claim the UN Organization can make to competence and credibility — and without 
credibility and confidence, legitimacy cannot be sustained. 
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The Committee’s simple conclusion is that administrative reform is indeed urgently 
needed if the UN is to be looked to in the future to deal with large humanitarian, environmental, 
genocidal and other threats. All too often, crises come with little warning, and they extend 
across national borders and beyond the political and management capacity of individual 
countries or ad hoc coalitions. Then, there will be a demand for the UN to respond. But if the 
Organization itself is unable to command confidence in its administrative procedures and 
competence and in its honesty, then it, too, will have lost its capacity to respond effectively. 

In essence, we emphasize four areas where prompt reform is essential. 

1. In initiating and approving UN intervention in critical and administratively 
complex areas, the Security Council needs to clarify purpose and criteria. Execution 
then should be clearly delegated to the Secretariat and appropriate Agencies, with 
understood lines of reporting responsibility. 

2. That delegation, and the capacity to carry it out effectively, will require a 
substantially stronger focus on administrative responsibility. Experience indicates 
that that necessary focus and capacity is not likely to be found in the office of the 
Secretary-General as presently instituted. Secretaries-General understandably are 
preoccupied by political and diplomatic concerns. They are chosen in that light. 
Experience indicates that subordinate appointees, whatever their formal 
responsibilities for administration, have simply been unable to enforce the discipline 
necessary. 

Hence, we recommend that a position of Chief Operating Officer (COO) should be 
created, with the incumbent, like the Secretary-General himself, nominated by the 
Security Council and approved by the General Assembly. While reporting to the 
Secretary-General, the new COO would have the status conferred by direct access to 
the Security Council, with authority for planning and personnel practices that 
emphasize professional and administrative talent. 

3. Internal control, auditing, and investigatory functions need to be strongly 
reinforced. We believe that will require a strong “Independent Oversight Board,” with 
adequate staff support and the capacity to fully review budgeting and staffing of 
accounting and auditing functions. 

4. In large programmes extending by their nature over more than one operating arm 
or agency of the UN with a common source of funds, the Security Council and the 
Secretary-General must demand effective coordination from the start. A clear and 
agreed memorandum of understanding should be reinforced by common accounting 
and auditing standards. 

I realize these recommendations for the most part closely parallel those by others who 
have assessed the work of the UN. Nonetheless, I believe the IIC adds something unique to the 
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discussion. The IIC investigation - so far as I know an investigation unparalleled in intensity of 
a major UN programme - provides unambiguous evidence of a systemic problem, 

I won’t claim - no one can - that our review has touched every aspect of the Oil-for-Food 
Programme, with its thousands of contractors, the number of member states involved, and the 
difficult working environment. We do fee! confident, however, in the judgment that real reform 
is needed. 

Verbal and moral support of that objective is not enough. Clear benchmarks for progress 
must be set. And it is the member states themselves, through the General Assembly and 
otherwise, that must drive the process. 

As things stand, the UN simply has lost the credibility and the confidence in its 
administrative capacities necessary for it to meet large challenges that seem sure to arise in the 
future. 


But I believe our investigation can have a different, and far more satisfactory, result. 

My hope is that it can be a catalyst, a needed springboard, for a truly effective reform 
effort - an effort that for too long has been more a matter for talk than for action. 


4 



57 


STATEMENT OF 

FORMER SPEAKER OF THE HOUSE NEWT GINGRICH 
BEFORE THE 

SENATE PERMANENT SUBCOMMITTEE ON INVESTIGATIONS 
MONDAY, OCTOBER 31, 2005 

Chairman Coleman, Ranking Member Levin, and members of the subcommittee: 

I appreciate the opportunity to testify today about the current state of U.N. reform, with 
particular emphasis on the status of much needed management reforms. 

As the subcommittee is aware, I participated as co-chair of a congressionally mandated 
task force on U.N. Reform with my friend and colleague former Senator Majority Leader George 
Mitchell. I did so because I share the belief that a dramatically reformed U.N. can be an 
effective instrument in the pursuit of a safer, healthier, more prosperous, and freer world - all 
goals which serve American interests and the interests of our democratic allies. 

Since the task force issued its report on June 15, 2005 Senator Mitchell and I testified 
about its findings before the Science-State-Justice-Commerce Appropriations Subcommittee in 
the House of Representatives on June 22, 2005 and the Senator Foreign Relations Committee 
on July 21, 2005. 

Our testimony took place prior to this subcommittee’s recent reports on the Oil-for-Food 
scandal, as well as prior to the additional reports released by the Independent Inquiry 
Committee (the "Voicker Commission”), also in connection with the Oil-for-Food scandal. 

This testimony also took place before the U.N. General Assembly World Summit that 
was convened in New York a little over one month ago and specifically charged with moving 
forward an aggressive U.N. reform agenda. 

These intervening reports and the 2005 World Summit Outcome provide an appropriate 
basis to draw some conclusions about what should be the nature of the ongoing relationship 
between the United States and the United Nations. 

And those conclusions are straightforward: 

1 . The results of the 2005 World Summit were not at all encouraging and the 
United States should insist on being honest about the manifest failures of the 
United Nations to reform itself. The 2005 World Summit Outcome document 
should be seen as a decisive failure and we can only conclude that the 
Secretary General’s efforts at reform have clearly failed in the General 
Assembly. 

2. Given the World Summit’s failure to achieve fundamental reforms and the 
fact that the United States, which funds 22 percent of the U.N.’s “regular” 
budget, has a special responsibility to promote accountability, transparency, 

- 1 - 


© 2005 Gingrich Communications 



58 


and honesty, the United States should insist that henceforth all U.N. dues be 
made voluntary and that voluntary dues should be made a permanent 
change for the financing of the entire U.N. institutional system. The U.N. has 
forfeited any right to make non-negotiable demands for money from the U.S. 
taxpayer and from the taxpayers of any other member state. And because 
the U.N. does not have the moral authority to make non-negotiable demands 
on any member state, the Administration should consider submitting to 
Congress on an annual basis the amount of its proposed voluntary dues for 
the United Nations. This amount should then be subject to the normal 
appropriations process and subjected to the same oversight on hovsr well the 
U.S. Treasury’s money is spent as is the case with all other U.S. taxpayer 
appropriated monies. 

3. Along with this move, the United States should start exploring the idea of 
putting together a coalition of the willing (including Japan) - a U.N, reform 
caucus - on phased withholding of voluntary U.N, dues until such time as the 
U.N. adopts fundamental reforms that meets with the satisfaction of the U.S. 
Congress and other members of this coalition. This reform caucus, for 
example, could indicate that a limited portion of the U.N. dues of each 
member of the caucus will be withheld if the U.N. fails to achieve certain 
milestones, such as the prompt creation of perhaps the two most urgent 
management reforms: creation of a Chief Operating Officer and an 
Independent Oversight Board by the end of December 2005. The member 
states of this reform caucus should also together undertake a thorough 
evaluation of the Volker Commission report and determine what additional 
set of reforms should be proposed and advocated in light of its findings. 

4. The Voicker Commission latest report on the manipulation of the Oil-for Food 
program outlines how $1.8 billion dollars was stolen from the Iraqi people 
through various surcharges and kickbacks. The U.S. Department of Justice 
should establish an international legal task force charged with recovering for 
the Iraqi people the millions that were stolen by the corrupt politicians and 
companies who cheated the Iraqi people. 

5. Given the World Summit's failure to achieve fundamental reforms, the United 
States should begin to aggressively encourage, at every opportunity, 
alternative forums for international activity. United States representatives 
should also take every opportunity to contrast a democratic, transparent 
accountable internationalism with the corruption-prone, irresponsible, 
dictatorship dominated, and anti-American, anti-Israel system of the United 
Nations. The first step should be for the United States to lead a coalition of 
democracies in the creation of a new Human Rights Council outside of the 
U.N. if the U.N. General Assembly fails to replace the thoroughly discredited 
U.N, Human Rights Commission with a new U.N. Human Rights Council 
composed of democracies by the end of December 2005. 

6. The United States should continue to pursue a strong U.N. reform agenda 
and every American ambassador in the world should be assigned the task of 
lining up votes for U.N. reforms as a major goal of their diplomatic activities. 
Key first tests of a new emphasis on lining up votes will be whether the U.S. 
can (i) lead the General Assembly in creating a new Human Rights Council 
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as a replacement for the current U.N, Human Rights Commission by the end 
of December 2005, and (ii) successfully win a U.N. General Assembly vote to 
abolish the Committee on the Exercise of the Inalienable Rights of the 
Palestinian People and of the Division of Palestinian Rights. 

7. The burden should not be on the United States to beg the United Nations to 
reform itself. The burden should be on U.N. member states to create a 
United Nations worth supporting. But to achieve these needed reforms, 
America must first be united in the common vision that the U.N. must be a 
fundamentally limited, but honest and effective institution. With such a 
common vision, the Congress can then forcefully act to hold the U.N. 
accountable for results. 

The United Nations and the Long War for Civilization 

You have invited me today to discuss much needed management reforms at the U.N., 
but let us not for a moment forget the larger context in which we are discussing the urgent need 
for U.N. reform. 

Four years ago, terrorist enemies killed almost 3,000 innocent Americans in New York, 
Pennsylvania, and Washington, D.C, 

Thousands of other innocents have been murdered and maimed since by terrorist 
enemies in London, Madrid, Beslan, Bali, Jerusalem, Baghdad, Istanbul, Sharm-el-Sheikh, New 
Delhi, and many other cities. 

The terrorist Ayman Al-Zawahiri is explicit about Al Qaeda's “right to kill four million 
Americans — two million of them children — and to exile twice as many and wound and cripple 
hundreds of thousands.” 

The civilized world is in the fourth year of a global war against a committed ideological 
foe bent on using terror. 

At the same time, genocide continues unstopped in Darfur ten years after the world 
vowed that Rwanda would be the last genocide. 

And we have been reminded in the past two weeks that it is not only terrorists in the 
shadows who threaten civilization. We also continue to face the long familiar challenges from thug 
dictators and dictatorial regimes. 

First, we learned that a U.N. authorized investigation into the murder of former Lebanese 
Prime Minister Rafik Hariri has preliminarily concluded that there is converging evidence 
pointing at involvement in this murder by the Syrian government. 

And now just last week the President of Iran, Mahmoud Ahmadinejad, publicly 
proclaimed that “Israel must be wiped off the map" and that a new wave of attacks in Palestine 
would “wipe off this disgraceful blot from the face of the Islamic world." And in the manner of a 
criminal thug, the President of Iran, a U.N. member state, went on to threaten that “anybody 
who recognizes Israel will burn in the fire of the Islamic nation’s fury." 
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Prime Minister Blair has forcefully denounced Ahmadinejad's statements, while the BBC 
reports that the UK Foreign Office does not regard President Ahmadinejad's statement on Israel 
as new policy, which appears correct. In September 2004, the New York Times reported that 
at a military parade featuring the Shahab-3 missile, with a range that could reach Israel, former 
Iranian President Khatami said that '[w]e have made our choice: yes to peaceful nuclear 
technology and no to nuclear weapons,” Yet, the Times went on to report that the missiles at the 
parade behind Khatami were draped with banners that read "Crush America" and "Wipe Israel 
Off The Map," according to The Associated Press and Agence France-Presse. 

Indeed, “wiping Israel off the face of the map" seems to be a quite conscious and 
consistent policy aim of the Iranian government. 

Reading such statements of the Iranian leadership calls to mind the reported response 
of a Holocaust survivor. When asked what lesson he had drawn from the experience, he 
answered, "When someone tells you he wants to kill you, believe him." 

We can draw only one conclusion from this litany - that we are in a long struggle for 
civilization. It is at once a global military fight, a diplomatic challenge, and a battle of ideas 
between those who would defend civilization and those who would destroy it. At every point in 
this long struggle, a reformed and an effective U.N. would be a tremendous ally on the side of 
civilization. 

A U.N. that can honestly confront the challenges of this struggle, such as accurately 
defining terrorism and telling the truth about the Iranian nuclear program and confronting the 
thuggish behavior of the Iranian government, as well as honestly describing and confronting the 
genocide in Sudan, and other horrific human rights violations and deprivations worldwide, would 
contribute enormously to American safety at home and liberty abroad. 

It is for these reasons that the United States is intensely interested in the progress of 
U.N. reform - or the lack thereof. 

Failure of 2005 World Summit 


Notwithstanding a very detailed blueprint for management reform provided by the Task 
Force on U.N. Reform and the Secretary General, the U.N. General Assembly 2005 World 
Summit did not adopt any meaningful management reforms. Among many failures, the Summit 
failed to: 

(i) Expand and make more independent the Office of Internal Oversight Services; 

(ii) Conduct an independent evaluation of U.N. auditing and oversight; 

(iii) Create an independent oversight board; 

(iv) Adopt a code of ethics; 

(v) Establish a Chief Operating Officer; and 

(vi) Establish a Sanctions Office. 

At best, the General Assembly asked the Secretary General to submit more detailed 
proposals on various management reforms, or promised to consider certain such reforms in the 
future. 


Given the stakes described above, delay and deferral of much needed management 
reforms at the U.N. Is not good enough. In wake of the Volcker Commission Report, and this 
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subcommittee’s findings in the oil-for-food scandal, the U.N.'s lack of meaningful progress on 
management reform borders on institutional malfeasance. 

Considering the lack of urgency the General Assembly has just shown toward 
institutional reform, the United States should consciously and deliberately pursue a twin track 
approach to the United Nations. 

With respect to the first track, the United States should make every effort to strengthen 
alternative international institutions that can more effectively deal with the international 
challenges that the U.N. was designed to address. 

With respect to the second track, the United States should continue to make aggressive 
efforts to reform the U.N. In this effort, the U.S. should move to make ail contributions to the 
U.N. voluntary and work with a coalition of the willing to coordinate a phased withholding of U.N. 
dues until the U.N. adopts needed reforms. 

As discussed, an effective U.N. could significantly enhance American safety by helping 
to counter terror and nuclear proliferation, among other benefits. As noted above, the U.N. 
investigation into the murder of the former Lebanese prime minister is an important contribution 
to bringing those responsible to justice. In addition, the U.N. has made very important 
contributions to the holding of free elections in a number of countries. For these reasons and 
others, and despite its record of grievous and real failures, the U.N. is a system worth reforming 
rather than a system to be abandoned. 

Nevertheless, while failure of U.N. reform can continue to be an outcome for the United 
Nations, the United States and our democratic allies need effective multilateral instruments for 
saving lives and defending innocent people and therefore we cannot accept continued U.N, 
failures to achieve meaningful reforms. The United States and its democratic allies therefore 
need to begin aggressively pursuing other avenues for effective action since the U.N. so far 
refuses to reform itself. America and its democratic allies cannot be prevented from doing the 
right thing by the unwillingness of other U.N. member states. 

The U.S. Should Move For the Entire U.N. System To Operate With Voluntary Dues 

The Administration was exactly right in raising the question in Ambassador Bolton's 
testimony whether we should move from an assessed contribution model to a completely 
voluntary dues paying model for all U.S. tax payer contributions to fund U.N. expenses. 

The answer to this question is yes. 

The Congress should embrace moving to a model of completely voluntary dues to the 
U.N. and should do so promptly. 

Moving to a voluntary dues model is not an excuse to be cheap. The. U.S. pays 
voluntary dues to the World Food Program (WFP) in a proportion substantially larger than our 
22% share of the general U.N. budget. Former U.N. Under Secretary-General for Management 
and former head of the WFP Catherine Bertini is very persuasive in her description of the 
positive impact of voluntary dues upon the effectiveness of the WFP, She noted that “voluntary 
funding creates an entirely different atmosphere at WFP than at the U.N. At WFP, every staff 
member knows that we have to be as efficient, accountable, transparent, and results-oriented 
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as is possible. If we are not, donor governments can lake their funding elsewhere in a very 
competitive world among U.N. agencies, NGOs, and bilateral governments.” 

We need to bring to all operations and personnel of the U.N. system the knowledge that 
every WFP staff member has that they need to be as efficient, accountable, transparent, 
productive, honest, and results oriented as possible, lest donor governments determine that 
alternative international mechanisms offer more effective solutions and better returns for the 
contributions of dues paying members. 

The U.S. Should Organize a U.N. Reform Caucus to Explore Phased Withholding Strategy 
by Milestones Achieved 


The United States should work with other reform minded U.N. members in establishing a 
dues paying model within the United Nations. The U.S, can also work with such countries in 
determining the common areas of agreement on a reform agenda. In particular, the issue of 
sexual abuse by U.N. peacekeepers was not effectively addressed by the World Summit 
Outcome document and must be kept at the forefront of the reform agenda. 

The reform caucus should also together undertake a thorough evaluation of the Volker 
Commission report and determine what additional set of reforms should be proposed and 
advocated in light of its findings. 

Once a reform caucus within the U.N. has identified a common agenda, they will likely 
be far more persuasive with other U.N. members to achieve reform than if the United States 
acted alone. Moreover, the reform caucus need not threaten to withhold voluntary dues unless 
the entire common reform agenda is adopted all at once. It is likely wiser for the reform caucus 
to establish milestones for reform, and indicate that a certain portion of voluntary dues will not 
be voluntarily contributed to the U.N. unless such reforms are adopted by a certain time. So, 
instead of 50% withholding by the U.S. alone, the U.N. could be faced with the voluntary 
withholding of 5% of dues by a broad coalition of U.N. donor countries. 

A phased withholding strategy by a reform caucus or coalition of the willing could start 
with advocating the immediate adoption of two of the most commonly agreed upon reforms, 
namely a Chief Operating Officer and an Independent Oversight Board. 

The World Summit did not take action on either, and there is the danger that no action 
will be taken before the adoption of the biennial budget in December, which would preclude the 
U.N, budget from reflecting such changes for the next two years. That should hot be allowed to 
happen. The U.S. should move aggressively to organize a coalition of the willing to insist the 
adoption of these two straightforward reforms, recommended by both the Voicker Commission 
and the Task Force on U.N. Reform, by the end of the year. 

It is hard to see how the American people, or the taxpayers of any U.N. dues paying 
member state, will continue to tolerate paying into a system that lacks such fundamental 
financial safeguards and which fixes have been identified by the very independent inquiry 
committee named by the U.N. to look into its management practices in the Oil-for-Food scandal. 
The U.N. need not adopt all the desired management reforms by the end of the year, but the 
most basic management reforms should be, and the United States and other reform minded 
U.N. member states should insist on it. 

As Ambassador Bolton noted, reform is forever. Nevertheless, it needs to start, and it 
needs to do so with some meaningful reforms this year. 
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The United States Should Aggressively Develop Strong International Institutions That 
Provide Alternative Instruments to Save Lives and Defend Innocent People 

A good example of a U.S, action with respect to pursuing the “first track” concerns the 
U.N, Human Rights Commission. This 53-member U.N. body has become so discredited that 
the United States should refuse to participate in it if the U.N. has not authorized a replacement 
by the end of December 2005 and should set aside the proportion of its dues that goes to 
subsidize it and assign those monies to an independent Human Rights Commission, which the 
United States should propose creating along with other democracies. 

The plain and simple facts are that known human rights abusers have served on the 
U.N. Human Rights Commission, illustrated by the fact that today the Government of Sudan is 
currently serving its second term on the Commission, and that Libya, the same nation that 
accepted responsibility for the murder of 189 Americans in the bombing of Pan Am 103, was 
elected as Chair of the Commission in 2003. Moreover, between 1987 and 1988 Iraq was a 
member in good standing of the Commission at the very time that Chemical Ali was using 
mustard gas and Sarin nerve agents upon Iraqi Kurds, 

In effect, the dictators and the murderers have systematically come to dominate the 
institution designed to bring them to justice. 

Like the oii-for-food scandal, the U.N. Human Rights Commission completely 
undermines the integrity and decency of the entire U.N. and should be offensive to free peoples 
everywhere. Even Secretary-General Annan recognizes that “we have reached a point at which 
the commission’s declining credibility has cast a shadow on the reputation of the U.N. system as 
a whole and where perceived reforms will not be enough.” 

It is for these reasons that the Gingrich-Mitchell task force unanimously called for 
abolishing the current Human Rights Commission and replacing it with a new Human Rights 
Council, which should be composed of democracies. We need to recognize, however, that 
given the present culture of the U.N. General Assembly, it will be a great challenge to prevent 
the election of human rights abusers to such a Council. That challenge will be met only if a 
major effort is undertaken to line up the votes of U.N, member states whose governments 
believe in the basic principles of human rights and are prepared to instruct their representatives 
at the U.N, to vote accordingly. 

Since the World Summit failed to take decisive action to reform this institution, the U.S. 
should not wail any longer than the end of this year to withdraw from the currently constituted 
U.N. Human Rights Commission and lead a coalition of democracies in standing up an 
alternative outside of the U.N. system. 


United States Representatives Should Take Every Opportunity to Contrast the Current 
U.N. with the Values of Democratic Internationalism 

World leaders gathered last month at the World Summit, four years after 9/1 1 , to take 
action to reform the United Nations so it can live up to its charter ideals of preventing war and 
reaffirming faith in fundamental human rights. 

They failed to take sufficient action. As a result, representatives of the U.S. government 
should take every opportunity to draw the contrast between the U.N. that currently exists and 
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the values of democratic internationalism that the United States will strengthen in alternative 
institutions. 

American representatives can explain that every American who wants to avoid a repeat 
of 9/1 1 , every British, Spanish, and Indonesian citizen who wants to avoid a repeat of the 
London, Madrid, and Bali bombings, every Israeli who wants an end to the suicide bombings, 
and every Iraqi who yearns to build a just and peaceful society based on the rule of law, has an 
interest in a dramatically reformed U.N. 

Each nation’s citizens need a U.N, that can be counted on as ally in the long war for 
civilization in which we are all unavoidably engaged. 

Unfortunately, we cannot count on the U.N. in its current form, as it remains a corruption- 
prone, unreformed, irresponsible, dictatorship dominated, and anti-American, anti-Israel system. 

How can we take the U.N. very seriously when it has thus far failed to end its second- 
class treatment of Israel and reject neutrality in the face of anti-Semitism, Instead, the U.N. 
maintains its institutional propaganda machinery responsible for the year-round, global 
campaign of discrimination and demonization of Israel, namely the Committee on the 
Inalienable Rights of the Palestinian People, the Special Committee to Investigate Israeli 
Human Rights Practices, the Division of Palestinian Rights, and the sub-section of the 
Department for Public Information on the Palestinian Issue, 

U.S. representatives should not relent in pointing to this as but one example of the 
corruption that continues to permeate an unreformed United Nations system. The Voicker 
Commission and this subcommittee’s reporting provides thousands of pages of additional 
examples that point to what Paul Voicker has termed a U.N, “culture of inaction”, which has 
quite directly led to corruption among some of its officials and discredited the effectiveness of 
the institution. 

By now one would think it was quite evident to all U.N. members the nature of the 
enemies of civilization. The same terrorists and state sponsors of terror who want to kill all the 
Jews in Israel are the same murderers and sponsors who are killing innocent Muslims in Iraq for 
wanting to build a society of free men and women. It is the same terrorists who murdered 
Sergio Vieira de Mello and twenty one other United Nations staff members in Baghdad. 

The terrorists - and the ideology that they represent - neither want Jew nor Muslim, 
Israeli nor free Iraqi, to stand in the way of their vision of Taliban-like dictatorships throughout 
the Middle East. 

By contrast, Israel is a country that manifests the values that the U.N. should defend and 
embrace, not condemn. 

The United States and Israel share a special bond rooted in our democratic traditions of 
government, our pluralistic societies, and our common respect for faith - not just one faith, but 
all faiths, and for ail people of goodwill. These values are central to our national identities and 
unite us in a common vision for what we expect from the U.N. The U.N.’s past and current 
treatment of Israel has fallen dramatically short of these ideals. When the U.N. moves finally to 
end the second class treatment of Israel, it will provide an important indication that U.N. reform 
is truly moving in the right direction. 
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The United States Should Continue to Aggressively Work for a Fundamentally Reformed 
United Nations 


It is essential that we recognize and fully understand the fundamentally anti-American 
culture that prevails at the United Nations. Diplomats from a good many countries that are 
friendly to the United States arrive in New York without any bias against us. But they then 
acculturate themselves to conditions around them. They may not be anti-American in their 
personal views of the United Sates. But they consider it necessary, so as to be accepted in 
their surroundings, to be elected to chairmanships and derive other benefits from their New York 
assignment, to oppose the United States by voice and vote. 

There are, of course, diplomats in New York whose anti-American stance correctly 
reflects the views of their governments. But, as I have indicated, anti-American statements are 
often made and votes against United States positions are often cast by countries that are really 
good friends of ours. One diplomat was quoted to me as having said: “I didn’t know anyone 
noticed and I didn't know anyone cared." In many instances heads government and even 
foreign ministers do not have any knowledge of the votes cast by their representatives in New 
York, if they do know about the votes, they believe that the United States really does not care a 
great deal about the way their votes are cast. 

Let me note here that a good many of the states that vote against United States 
positions are the recipients of assistance from us or are interested in trade legislation. They are 
aware that in providing such help we do not care about their U.N. voting practices, that there is 
indeed no linkage. There is good reason to believe that we are the only one of the major 
granters of assistance that follows that policy. 

The result of this failure in capitals of friendly states to understand that the United States 
really cares about votes cast at the UN is well illustrated by the State Department’s annual 
Report on Voting Practices in the United Nations. The most recent such report, on the 2004 
Session of the UNGA, shows that only 10 out of the other 190 members voted, on roll-call votes, 
with the US 50% or more of the time. Four of them were small Pacific Island states, Marshall 
Islands, Micronesia, Nauru, and Palau. The other six were Albania, Australia, Canada, France, 
Israel, and the UK. 

The challenge before those of us who believe in the principles of the United Nations 
Charter, but who also believe that the UN as it operates today has betrayed these principles, is 
to effect change in the voting practices at the UNGA. I believe the United States can lead other 
countries in an effort to successfully reform the United Nations but It will take significant work 
over the long haul. 

In the first place a decision will have to be made that the UN is important enough to us to 
link our multilateral diplomacy with our bilateral diplomacy. This will involve old fashioned 
diplomatic shoe leather and will require engaging in what amounts to a sustained and major 
worldwide whip operation contacting the governmental leadership of friendly countries to make it 
clear that the United States cares about how they vote at the U.N. I can readily understand that 
many of our Ambassadors are overwhelmed by the issues that face them day to day in dealing 
with the problems that relate to the relationship between the United States and the country to 
which they are accredited. What goes on in New York is not really on their radar screen. So. 
when instructions from Washington arrive that require the Embassy to present a demarche on a 
UN issue, the task is assigned to a junior officer. 
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The resultant problem is well illustrated by the remark of a head of state that has been 
quoted to me. “If they send in a Second Secretary,” he said, “it means it is a secondary issue." 
it follows that if we want to make it clear that the UN is a primary issue for us, the contacts 
should be made by Ambassadors, Assistant Secretaries and higher, and members of Congress. 
This effort has been made sporadically heretofore. But what is need is s systematic concerted 
effort, a whip operation. That has simply not been undertaken to date, 

A key first test for a concerted effort by the U.S. to win U.N. votes should be an 
upcoming vote in the [GA Assembly] concerning the abolishment of the Committee on the 
Exercise of the Inalienable Rights of the Palestinian People and of the Division of Palestinian 
Rights. Ambassador Anne Patterson, U.S. Deputy Chief of Mission at the United Nations, made 
a statement last week that both entities are “inimical to the aim of ensuring that U.N. monies are 
directed to our highest priorities and in achieving a just and lasting solution to the Israeli- 
Palestinian conflict.” She went on to say that the United States “strongly opposes the use of 
scarce U.N. resources to support the biased and one-sided political activities carried out by the 
Committee.” 

A key point to keep in mind here is that the goal to attain peace between Israel and the 
Palestinians is a highly important element of United States foreign policy. Looking at the 
Charter of the United Nations, one would think that the UN would indeed line up in full support of 
our policy. But, instead, it takes action that gives aid and comfort to those who stand in the way 
of a peaceful settlement. 

Because of the importance of this issue to the realization of our foreign policy goal in the 
region, the United States needs to win this vote and we should go about organizing the support of 
our friends and allies to win it. This should be not just a matter of high importance of U.S. 
Ambassadors around the world, but also of every member of Congress, who can play an 
influential role with foreign Ambassadors assigned to Washington or with high-ranking foreign 
government officials whom they know. Members of Congress should take every opportunity to 
relay the message to these foreign representatives that we are paying attention to their vote, that 
their vote matters, and that we will remember how they vote. 

American Interests Call for a Fundamentally Limited, but Honest and Effective United 
Nations 


In all our efforts to reform the U.N., especially with respect to much needed management 
reforms, it is absolutely necessary we keep in mind our larger vision for what we expect from the 
U.N. Through my work on the task force, I have come to the conclusion that American interests 
call for a fundamentally limited, but honest and effective U.N. 

The U.N. must be a fundamentally limited institution because it has no democratic 
accountability but has at times pretensions of asserting legitimacy akin to that of a democratic 
nation state. For example, large international meetings sponsored by the U.N. often aim to 
create new systems of “law” and new “norms” of international behavior under the guise of 
“global governance.” These present a direct threat to American sovereignty and our system of 
Constitutional liberty and therefore must be rejected. 

The U.N. is neither accountable nor responsible to a democratic electorate, genuine 
democratic institutions, nor the give and take of national democratic politics. 
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Our founding fathers separated power among three branches and created a system of 
checks and balances to hold our government accountable and keep it limited. We need only 
take note of the intense focus on the confirmation hearings for just one U.S. Supreme Court 
nominee to appreciate that the U.N. has no comparable accountability mechanism. 

The Oil for Food Scandal is a perfect example why we need a limited U.N. Without 
democratic systems of accountability in place, Oil for Food, a program designed to provide 
humanitarian relief to Iraqis suffering under Saddam Hussein’s rule, was grotesquely 
transformed into a dictatorship support program. The U.N.'s failure strengthened Hussein's rule, 
undermined American safety and delayed Iraqi freedom - a result completely at odds with what 
was intended. 

Another example for a limited role for the U.N, is the recent adoption of the UNESCO 
Convention on the Protection and Promotion of the Diversity of Cultural Expressions. The U.S. 
was right to not support this convention because it will not promote cultural diversity and is 
surely to be misused by governments to deny their citizens' human rights, fundamental 
freedoms, and inhibit free trade. Article 8, for example, authorizes states to take "all appropriate 
measures" to protect and preserve cultural expressions" that are "at risk of extinction, under 
serious threat, or otherwise in need of urgent safeguarding." This will legitimize policies in 
countries such as China, Iran, and Cuba, further limiting what their people can watch, read, and 
hear and preventing the opportunity for them to make independent choices about what they 
value. 


This Convention is anti-democratic, and is aimed at using U.N. mechanisms to domestic 
industries at the expense of free trade. It also creates an “International Fund for Cultural 
Diversity" that would be financed in part by contributions taken from the general UNESCO 
budget — of which the United States pays 22 percent. Therefore, the U.S, is now forced to fund a 
program which it did not ratify. 

The U.S. needs quite simply to find ways to limit the pretensions of global governance 
that animate a decision to create an International fund for “cultural diversity” within a U.N. 
institution. 

Now the U.N. wants to expand into controlling the Internet. This would further inhibit the 
free flow of information and ideas around the world. The internet has achieved an 
unprecedented level of success as a “global zone of freedom" because it has not been under 
any one nation or organization’s control. It should not be surprising that the most ardent 
supporters of the U.N. regulating the internet are countries such as China and Iran. The 
unregulated Internet is the greatest threat to their policies and regimes. 

America has every interest in limiting, not expanding, the opportunities for such mischief 
by the U.N. 

America also requires an honest U.N. 

Because so much of the U.N, behavior and culture would be indefensible if described 
honestly, there is an overwhelming tendency to use platitudes and misleading terms to 
camouflage the indefensible. 

Fortunately, our new U.N. Ambassador John Bolton is unafraid to speak directly and 
clearly about America’s values and interests. He will only be confrontational to those who 
defend policies that cannot stand the light of day. 
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For example, four years and one month after 9/1 1 , the U.N, General Assembly still has 
not reached agreement on something as basic to the war on terror as a comprehensive 
definition of terrorism. Many member states that support terrorism have tried to derail this 
process by insisting that actions by individuals or irregular organizations in the context of "wars 
of national liberation” and the ejection of “occupying forces" should not be considered terrorism. 

This is unacceptable, as it would legitimize terrorist attacks anywhere, and specifically 
against coalition forces in Iraq and Afghanistan as well as against Israel. Uniformed national 
military forces are already bound by the laws of war; we must insist on a comprehensive 
definition of terror that applies to individuals and irregular forces. 

Forcing an honest debate in the U.N. with those countries who would defend terror 
tactics will expose their corrupt and dishonest values. 

Congress Role In Ensuring Successful U.N. Reform 

Congress can play a decisive role in achieving U.N. reform. When the Congress of the 
United States, which has the power of the purse, the power of law, and the power of 
investigation, takes U.N, reform seriously and sticks to it year after year, it will surely have a 
significant impact. History has shown that when the U.S. Congress legislates on U.N. reform, 
reform occurs. 

As I have recommended before, I believe that Congress should have a much more 
robust presence in New York, have a much more robust interaction with the U.N, Ambassador, 
and have a much more robust requirement of whoever is in charge at State, as someone you 
can hold accountable regarding what we have done over the past three months and what is 
planned for the next three months. Congress has every right within our constitutional framework 
to notify the State Department that you want consultations on a regular basis. You cannot 
actually issue effective instructions, but you can demand consultations and reports. 

This is important because we need to elevate U.N. reform to be a continuing and 
ongoing part of congressional involvement, both at the authorization and appropriation 
committee levels and both in the House and Senate. We further need to get more members 
engaged so that there is a sophisticated understanding of what has to get done, how we are 
going to get it done, and what we ultimately hold the executive branch accountable for. 

Additionally, organizing the democracies so that we can then be in a position to 
systematically reform the U.N. is a significant undertaking that is going to take real time. 

Having members of Congress talk with their counterparts in other countries, getting 
British parliamentarians, the French parliamentarians, the Germans, the Japanese, to agree that 
these are values we should be insisting on will be an enormous asset to the United States. 

This Congress must play a key role in ensuring a successful reform of the U.N. One 
proposal for the Congress to move forward on U.N. reform is to pass legislation that requires an 
annual review by the Executive Branch that evaluates the progress of U.N. reform against a set 
of performance metrics. Since the task force report sets forth a number or reform 
recommendations, I attached as an appendix to my testimony before the Senate Foreign 
Relations Committee an example of what such a U.N. reform scorecard with a set of proposed 
performance measures might look like with respect to the task force’s reform recommendations. 

- 12 - 


© 2005 Gingrich Communications 



69 


That list was intended to illustrate the types of performance measures the Congress could 
adopt; it was by no means intended to be an exhaustive list. There are surely several more 
inventive measures that this Congress could design. 

Guided by such a set of performance measures, the Congress could hold hearings every 
June or July to review the U.N. reform progress report prepared by the Executive Branch that 
identified the progress to date. That report could then become the basis for an annual 
discussion on U.N. Reform at each summer’s meeting of the G8, and then later at each 
September’s meeting of the U.N. General Assembly. Following the annual hearings on U.N. 
reform, the Congress could adopt amendments to the score card legislation based on progress 
so that standards for the following year could be set forth. In this manner. Congress could 
develop a continuous practice of monitoring U.N. reform. 

in that spirit, I have attached to this statement as Appendix 1 a revised scorecard, 
which includes some additional recommendations and performance measures beyond that 
contained in the Task Force Report, and have noted by each recommendation what action or 
non-action was taken with respect to that recommendation by the U.N. General Assembly World 
Summit on U.N. reform. 

I think the United States should enter into this process of reform for as many days as it 
takes, with the notion that the most powerful country in the world is going to get up every 
morning and is going to negotiate at the U.N., organize the democracies both inside and outside 
of the U.N., tell the truth, and keep the pressure up until we break through and get the kind of 
U.N. the people of the world deserve, 

I am hopeful and confident that if the Congress moves forward in this spirit and with the 
level of commitment that will be required to achieve reforms, the United States can once again 
lead the way in designing a U.N. that will be an effective instrument in building a safer, healthier, 
more prosperous, and freer world. 

This summer I testified that I was hopeful that the U.N. would adopt and undertake all of 
the necessary reform measures that would satisfy the United States and our democratic allies 
without the need to resort to any type of limitation on the appropriation of U.S. taxpayer funds to 
U.N. activities, I also testified that while I hoped it would not be necessary to use any such 
limitations in the U.S, relationship with the U.N., I thought that it was inevitable that limitations 
would be enforced by the Congress if the necessary reforms of the U.N. were not implemented 
in a timely way. 

Since that testimony, the U.N, General Assembly had an opportunity to take timely 
action and it failed to act. In consequence, I believe the Congress should immediately initiate a 
phased withholding strategy together with other reform minded U.N. member states. 

The first step is to establish the principle that all U.N. dues are voluntary. 

The second step is to withhold our proportional share of the funding of the U.N. Human 
Rights Commission and reallocate that amount to a new body that the U.S. designates to serve 
the purpose of defending human rights if a new Human Rights Council composed of 
democracies is not established by the end of this year. 

The third step is for the United States to initiate a diplomatic campaign to assemble a 
coalition of the willing that will agree to a more comprehensive strategy of phased withholding of 
U.N. voluntary dues in order to encourage fundamental U.N. reform - milestone by milestone. 
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The first milestone is the creation by year end of a U.N. Chief Operating Officer and an 
Independent Advisory Board. 

If Not Now. When? If Not the United States. Who? 

In closing, it warrants recounting what preceded the convening of the 2005 U.N. General 
Assembly World Summit that was dedicated to U.N. reform: 

(i) The High-level Panel on Threats, Challenges and Change, appointed by the U.N. 
Secretary-General; 

(ii) The Secretary General’s report In Larger Freedom-, 

(iii) The U.S. Congress mandated Report of the Task Force on the United Nation and 
its extensive consensus recommendations for U.N. reform; 

(iv) Four reports of the Independent Inquiry Committee; and 

(v) Several reports of the U.S. Senate Permanent Subcommittee on Investigations. 

These reports outlined the enormous gravity of the challenges facing the U.N., including 
protecting people from genocide and weapons of mass destruction, the threat of terrorism, the 
sexual predation of U.N. peacekeepers, and a U.N. culture of inaction along with manifest 
management deficiencies that led to massive corruption in the Oil-for-Food program. 

If the United Nations General Assembly was not prepared last month to pass real 
reforms in light of all of the problems that were so abundantly outlined in these reports, when 
would it possibly? It is hard to come to any other conclusion than that the U.N. General 
Assembly is incapable of passing real reform. 

In the wake of the failure of the 2005 World Summit, the responsibility of the United States 
is to be direct, candid, and honest. If we are not prepared to stand up for real reform, what nation 
will? While the State Department has its responsibility to pursue vigorously a U.N, reform agenda, 
in the end it is the Congress of the United States that has the ultimate responsibility for how wisely 
the U.S. taxpayer’s money is spent. It is the Congress that has the obligation to supervise the 
operation of the United Nations on behalf of the American people. 

### 
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AN EXAMPLE OF A U.N. REFORM SCORECARD 
(With results of the 2005 U.N. World Summit) 

Newt Gingrich 
October 31, 2005 

Implementing policy effectively is ultimately as important as making the right policy. 

The American people have every right to expect results from our efforts to reform the U.N., not 
excuses. 

One proposal by which the Congress can meet the rightful expectations of the 
American people is to pass legislation that requires an annual review by the Executive Branch 
that evaluates the progress of U.N. reform against a set of performance measures. Guided by 
such a set of performance measures, the Congress could hold hearings every June or July to 
review the U.N. reform progress report prepared by the Executive Branch that identified the 
progress to date. That report could then become the basis for an annual discussion on U.N. 
Reform at each summer’s meeting of the G8, and then later at each September’s meeting of 
the U.N. General Assembly. Following the annual hearings on U.N. reform, the Congress 
could adopt amendments to the score card legislation based on progress so that standards for 
the following year could be set forth. In this manner, Congress could develop a continuous 
practice of monitoring U.N. reform. 

Unless the Congress and the Executive Branch plan back from the desired future, it will 
be impossible to distinguish between activity and progress toward U.N. reform. 

While the task force report sets forth a number of reform recommendations, it does not 
provide a set of performance measures. Defining the right set of performance measures that 
will be evaluated annually in a public report will be critical to directing the energies of the 
Congress and the Executive Branch to achieve U.N. reform. 

Listed below by number are the task force recommendations, followed by a proposed 
set of performance measures listed by letter in italics. The list of performance measures is 
intended to illustrate some types of performance measures the Congress could adopt; it is by 
no means intended to be an exhaustive list. There are surely several more inventive 
measures that this Congress could design for the task force recommendations, in addition to 
performance measures for other reform requirements that the Congress may adopt. I have 
added some additional, non-task force recommendations and performance measures. 

Lastly, this example of a scorecard notes under each recommendation what action or 
non-action was taken with respect to that recommendation by the U.N. General Assembly 
World Summit on U.N. reform held in September. 


Bold and listed by Number- Task Force Recommendations Appendix-1- 

Italics and listed by letter - Proposed Performance Measures 
Bold and Underscored - 2005 World Summit Action 


© 2005 Gingrich Communications 



72 


APPENDIX 1 


Task Force Recommendations and Proposed Performance Measures 
Saving Lives, Safeguarding Human Rights, Ending Genocide 

I. Darfur, Sudan 

1 . Assemble a U.S. coordinated package of assistance for the African Union (AU) 
deployment in Darfur. 

a. Has an assistance package been defined by the Executive Branch? 

b. Has the U.S. share of the assistance package been appropriated and 
authorized by the Congress? 

c. Have U.S. NATO allies committed to making proportional contributions to such 
an assistance package? 

d. Have U.N. Security Council members committed to making proportional 
contributions to such an assistance package? 

e. Is the total funding amount adequate to meet the need and the objectives set 
forth by the Executive Branch? 

f. Are administrative costs exceeding 15% of the appropriated funding? 

2005 World Summit Outcome Action: Not Applicable. 

2. The U.S. government should make clear that the responsibility for the genocide 
in Darfur rests with the government in Khartoum. 

a. Has a demarche been issued by the State Department? 

b. Has this message been given by the U.S. Mission to the U.N., either via the 
General Assembly or the Security Council? 

c. Has the Executive Branch made this clear in public pronouncements? 

2005 World Summit Outcome Action: Not Applicable. 

3. The United States should welcome the role of the African Union in Darfur and 
assist in its development as an effective regional organization that can play a 
growing role in dealing with crises on the African continent. 

a. Has the Department of State made this clear in public pronouncements? 

b. Is the Department of Defense providing training and assistance to the African 
Union? 

2005 World Summit Outcome Action: Not Applicable. 

4. The United States should make every effort to enhance AU capabilities in two 
main areas: (a) ensuring that it is adequate to the task of providing security in 
Darfur and protecting civilians, and (b) building on AU capabilities going forward 

a. Has funding for a Darfur assistance package been appropriated and authorized 
by the Congress? 

b. Has the Department of Defense established a permanent training and 
assistance program for the African Union? 

c. Is there a periodic performance review to ensure training and assistance is 
enhancing long-term African Union capabilities? 
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2005 World Summit Outcome Action: Not Applicable. 

5. At the U.N. Security Council, the United States should pursue a mandate for the 
AU-led force that provides for the protection of civilians and authorizes the 
deployment of a sufficiently large military force to achieve that end. 

a. Has the U.S. introduced such a mandate in the Security Council? 

b. Has the U.S. demanded a Security Council vote for this mandate? 

c. Has the Security Council approved the mandate? 

2005 World Summit Outcome Action: Not Applicable. 

6. The United States should assist in establishment of a “no-fly” zone over Darfur. 

a. Has the Executive Branch adopted a no-fly zone policy? 

b. Is the U.S. Air Force participating in the enforcement of a no-fly zone? 

c. Are U.S. NATO allies participating in the enforcement of a no-fly zone? 

d. Has the Sudanese air force been destroyed? 

e. Have portions of the Sudanese air force, namely helicopters, been destroyed? 

2005 World Summit Outcome Action: Not Applicable. 

7. The United States should assist in increasing the number of troops in the AU 
mission. 

a. Has the Congress authorized funding to assist AU countries in providing a 
larger number of troops? 

b. Have the number of troops in the AU mission increased in the last year? 

2005 World Summit Outcome Action: Not Applicable. 

8. The U.S. government should embrace the short-term strategic goal in Darfur of 
ending the ability of the militias to control the countryside so that security is 
adequate for civilians to return from refugee and IDP (internally displaced 
persons) camps to their villages and resume everyday life. 

a. How many civilians have returned home from refugee and IDP camps? 

2005 World Summit Outcome Action: Not Applicable. 

9. Perpetrators must be held accountable for war crimes and crimes against 
humanity. 

a. How many individuals have been prosecuted for war crimes and/or crimes 
against humanity out of the total number of individuals who have been indicted 
for war crimes and/or crimes against humanity? 

b. What is the conviction rate? 

c. What is the number of ongoing investigations of war crimes and crimes against 
humanity? 

2005 World Summit Outcome Action: No action taken by the U.N. 
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10. Press neighboring governments to cooperate with efforts to stop the killing in 
Darfur and not to interfere with international efforts under threat of sanction. 

a. Has the Department of State made this clear in public pronouncements? 

2005 World Summit Outcome Action: Not Applicable. 

11. Encourage the pursuit of a general peace agreement in Western Sudan/Darfur. 

a. Has the Department of State made this a priority, as evidenced by the amount 
of diplomatic activity to achieve this end and the frequency of public 
pronouncements on this subject by the State Department? 

2005 World Summit Outcome Action: Not Applicable. 

12. Support and encourage democratic reform in Sudan 

2005 World Summit Outcome Action: No action taken by the U.N. 

II. Human Rights 

1. The United Nations and member-states should agree that the most pressing 
human rights task today is the monitoring, promotion and enforcement of human 
rights and, in particular, the stopping of genocide and mass killing. 

a. Has the U.N. Security Council adopted a resolution to this effect? 

2005 World Summit Outcome Action: The summit directed that these 
responsibilities fall upon individual states, saying that the U.N. “should, as 
appropriate, encourage and help States to exercise this responsibility,” 


2. The U.N. Human Rights Commission should be abolished. 

a. Has the U.N. undertaken all that is required to abolish the U.N. Human Rights 
Commission? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. A Human Rights Council ideally composed of democracies and dedicated to 
monitoring, promoting, and enforcing human rights should be created. The 
council should coordinate its work with the Democracy Caucus and the U.N. 
Democracy Fund. 

a. Has a Human Rights Council been created? 

b. Is there democratic pre-condition for membership? 

c. Since it is critically important that the voting mechanism that is established for 
election to the Council will indeed result in the election of a Council committed 
to the protection of human rights worldwide, are there safeguards to prevent a 
country that violates human rights from becoming a member of the Human 
Rights Council? 

2005 World Summit Outcome Action: The summit directed that a U.N. Human 

Rights Council be created, however, it gave no directions on how it should be done, 
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its composition, or its authority. 

4. The U.S. Permanent Mission to the United Nations should include an official of 
ambassador rank whose responsibility will be to promote the efficacy of the 
Democracy Caucus within the United Nations and to promote the extension of 
democratic rights more broadly among member-states. 

a. Has the U. S. established this position with this portfolio? 

2005 World Summit Outcome Action: Not Applicable. 

5. The U.S. Government should support authority for the High Commissioner for 
Human Rights to appoint an advisory council to exchange information, develop 
best practices, promote human rights, and publicize offenses. 

a. Has the Security Council adopted a resolution to provide this authority? 

2005 World Summit Outcome Action: Not Applicable. 

6. The U.S. Government should support the work of national and regional courts, 
as well as tribunals authorized by the Security Council, as well as truth and 
reconciliation commissions, in identifying those responsible for mass atrocities 
and prosecuting, and punishing them as appropriate. 

a. Has the Executive Branch provided the necessary policy guidance to make this 
a priority? 

2005 World Summit Outcome Action: Not Applicable. 

III. Responsibility to Protect Your Own Citizens 

1 . The U.S. government should affirm that every sovereign government has a 
“responsibility to protect” its citizens and those within its jurisdiction from 
genocide, mass killing, and massive and sustained human rights violations. 

a. Has the Department of State articulated this policy in public pronouncements? 

b. Has the U.S. Mission to the U.N. communicated this formally in the General 
Assembly and the Security Council? 

2005 World Summit Outcome Action: Not Applicable. 

2. The United States should endorse and call on the U.N. Security Council and 
General Assembly to affirm a responsibility of every sovereign government to 
protect its own citizens and those within its borders from genocide, mass killing, 
and massive and sustained human rights violations. 

a. Has the U.S. Congress passed a resolution supporting this? 

b. Has the Executive Branch affirmed this responsibility in its public 
pronouncements ? 

c. Has the U.S. Mission to the U.N. communicated this formally in the General 
Assembly and the Security Council? 

d. Has the Security Council approved such a resolution? 

e. Has the General Assembly approved such a resolution? 

2005 World Summit Outcome Action: The summit made such a call. 
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3. Future presidents should affirm the “Not on my watch” pledge, articulated by 
President Bush in a notation on a document describing the horror of the Rwanda 
genocide. 

a. Has the U.S. President affirmed the pledge publicly or in policy documents such 
as National Security Strategy or Presidential Decision Papers? 

2005 World Summit Outcome Action: Not Applicable. 

4. The urgent task required of all United Nation member-states, which the United 
States should lead, is to determine available capabilities and coordinate them so 
they can be brought rapidly to the fore in a crisis. 

a. Has the Executive Branch assigned this responsibility? 

b. Has the Executive Branch department responsible for this coordination 
prepared the document that defines and articulates available capabilities to 
support a crisis? 

2005 World Summit Outcome Action: Not Applicable, 

5. The United States should be prepared to lead the Security Council in finding the 
most effective action across the full range of legal, economic, political, and 
military tools. 

2005 World Summit Outcome Action: Not Applicable. 

6. The United States should take the lead in assisting the United Nations and other 
institutions in identifying potential assets and creating or improving 
mechanisms for coordination. 

2005 Worid Summit Outcome Action: Not Applicable. 

7. The United States must insist that in cases in which the Security Council is 
unable to take effective action in response to massive human rights abuses 
and/or genocide, regional organizations and member-states may act where their 
action is demonstrably for humanitarian purposes. 

2005 World Summit Outcome Action: Not Applicable. 

8. Support inclusion of language in all Chapter VII Security Council resolutions 
calling on member-states, regional organizations, and any other parties to 
voluntarily assess the relevant capabilities they can contribute to enforcement of 
the resolutions. 

a. Do Chapter VII Security Council resolutions contain this language? 

2005 World Summit Outcome Action: Not Applicable. 
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9. Undertake a review of assistance programs to assess what bilateral action the 
United States can take that will enhance the capabilities of regional and other 
international organizations to prevent or halt genocide, mass killings, and 
massive and sustained human rights violations. 

a. Has the Executive Branch undertaken such a review and issued a public report 
on its findings? 

2005 World Summit Outcome Action: Not Applicable. 

10. The U.S. government should reiterate that punishing offenders is no substitute 
for timely intervention to prevent their crimes and protect their potential victims. 

a. Has the Department of State made this clear in public pronouncements? 

b. Has this been formally communicated in the U.N. in the General Assembly 
and/or the Security Council by the U.S. Mission to the U.N. ? 

2005 World Summit Outcome Action: Not Applicable. 

IV. Rapid Reaction Capability 

1. The United Nations must create a rapid reaction capability among U.N. member 
states that can identify and act on threats before they fully develop. The Task 
Force, however, opposes the establishment of a standing U.N. military force. 

a. Has a plan for a rapid reaction capability been developed? 

b. Has the plan been implemented? 

c. Are member states providing promised material support, i.e. troops, strategic 
airlift, etc., to make a rapid reaction capability viable? 

2005 World Summit Outcome Action: The summit established a standing police 

force, and endorsed the creation of rapid reaction forces by member states and 

regional organizations, like the EU. 

2. The United States should support the principle that those nations closest to a 
crisis have a special regional responsibility to do what they can to ameliorate the 
crisis. 

a. Has the State Department made this clear in public pronouncements? 

b. Has this been formally communicated in the General Assembly and/or the 
Security Council? 

2005 World Summit Outcome Action: Not Applicable. 

3. The United States should also provide assistance aimed at the development of 
regional capacity in advance of a crisis. 

a. Is the Department of Defense expanding the advice and training missions to 
likely crises regions? 

2005 World Summit Outcome Action: Not Applicable. 


Bold and listed by Number- Task Force Recommendations Appendix-7- 

Italics and listed by letter- Proposed Performance Measures 
Bold and Underscored - 2005 World Summit Action 


© 2005 Gingrich Communications 



78 


APPENDIX 1 


4. Support discretionary authority of the High Commissioner for Human Rights 
(HCHR) and the Special Advisor for the Prevention of Genocide (SAPG) to report 
directly to the Security Council. 

a. Has the U.S. Mission to the U.N. formally communicated this support in the 
General Assembly and/or Security Council? 

b. Has a U.N. resolution or ruie been adopted to provide this authority? 

2005 World Summit Outcome Action: The summit proposed doubling the budget 
of the HCHR's office, it also stated that it “fully support” the SAPG. 

5. Ensure that the office of the HCHR and SAPG have adequate resources to 
rapidly investigate at the first indication of trouble. 

a. Has a U.S. government official been assigned this responsibility? 

b. Are annual increases to their funding levels adequate? 

2005 World Summit Outcome Action: No action taken, other than proposing 
increased funding for HCHR. 

6. Support linkage of early information on potential genocide, mass killing, and 
massive and sustained human rights violations situations to early preventive 
action. 

a. Have appropriate “tripwires" been defined? 

b. Have the “tripwires’’ been approved by the Security Council? 

2005 World Summit Outcome Action: The summit supported establishing an 
early warning system, but only approved action if taken through the Security 
Council. 

In Need of Repair: Reforming the United Nations 
I. General Recommendations 

1. The United Nations, most importantly, needs to create an Independent Oversight 
Board (lOB) that would function in a manner similar to a corporate independent 
audit committee. The lOB would receive Office of Internal Oversight (OIOS) reports 
and, in consultation with the Board of Auditors and Secretariat management, would 
have the authority to fix the budget and approve and direct the assignments of the 
OIOS and of the Board of External Auditors just as an independent audit committee 
in the United States has such authority with respect to both the internal and external 
auditor. The OIOS budget must be set by an Independent Oversight Board and 
submitted to the General Assembly budget committee in a separate track outside 
the regular budget. 

a. Has the U.N. created an lOB? 

2005 World Summit Outcome Action: Recommended a similar board, but no 
clear definitions or powers. 
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2. The United Nations must provide both the resources and the authority to OIOS to 
provide appropriate oversight to every activity that is managed by U.N. personnel 
whether or not that activity is funded by the assessments of the General Assembly 
or by voluntary contributions. 

a. Is there adequate funding for OIOS? 

b. Are annual funding raises adequate? 

c. Does the OIOS have the authority to investigate as necessary? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. Oversight reports must be accessible to member-states under guidelines that 
facilitate transparency and meet, at a minimum, the freedom of information flow 
between U.S. investigative agencies and the Congress. 

2005 World Summit Outcome Action: No action taken by the U.N. 

4. The U.N. Secretariat needs to have a single, very senior official in charge of daily 
operations and filling the role of chief operating officer (COO). 

a. Has a position been created or assigned this authority and responsibility? 

b. Has a qualified individual been hired for this position? 

2005 World Summit Outcome Action: No action taken by the U.N. 

5. The United States should insist on management capability as a fundamental 
criterion for the selection of the next U.N. secretary-general. 

a. Has this been formally communicated by the U.S. Mission to the U.N. In the 
General Assembly or the Security Council? 

2005 World Summit Outcome Action: Not Applicable. 

6. The United Nations needs to develop a far more robust policy for whistleblower 
protection and information disclosure. 

a. Do U.N. standards meet U.S. standards? 

2005 World Summit Outcome Action: The U.N. has proposed and implemented 

whistleblower policies similar to the best practices found in the US. 

II. Budget and Programming 

1 . The “5.6 Rule,” which requires the Secretariat to identify low-priority activities in 
the budget proposal, should be enforced and bolstered by an additional 
requirement that managers identify the lowest priority activities equivalent to 15 
percent of their budget request or face an across-the-board reduction of that 
amount. The identification of 15 percent of the budget as low priority should not 
necessarily be interpreted as a list for elimination, but as information on what 
programs could be reduced in favor of higher priority mandates. 

a. Is the “5. 6 Rule" being followed? 

b. Is the list of low-priority budget items available to member nations? 
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c. Has the 15% requirement and consequence been formally adopted? 

2005 World Summit Outcome Action: No action taken by the U.N. 

2. The Secretariat’s leadership must demand that managers define and attempt to 
achieve specific outcomes. Future budgets should be tied to whether those 
results are achieved. The OIOS should be tasked with a larger 
monitoring/evaluation role to evaluate the degree to which programs are 
achieving their targeted results. 

a. Are managers required to provide annual goals? 

b. Are these goals measurable and related to effectiveness of the program? 

c. Are managers required to provide periodic updates on the status of achieving 
those goats? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. The United States should support the secretary-general’s plan, described in his 
March 21 report, to establish a Management Performance Board “to ensure that 
senior officials are held accountable for their actions and the results their units 
achieve.” 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
General Assembly or the Security Council? 

b. Has it been implemented? 

2005 World Summit Outcome Action: Not Applicable. 

4. The United States should insist upon both of the secretary-general’s sunsetting 
proposals; the 1997 proposal to include sunset clauses for all major new 
mandates, and the proposal in the March 21 report this year to review all 
mandates dating back five years or more. Every mandate and program should 
have a sunset clause to ensure that it is regularly evaluated and continues to 
perform a necessary function. The sunset clauses should assume that programs 
will be shut down unless the General Assembly’s budget committee confirms by 
consensus that they should continue based on a publicly available analysis 
identifying the program’s purpose, budget, and ongoing relevance. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
General Assembly or the Security Council? 

b. What percentage of mandates over five years old have not been reviewed? 

c. What percentage of new mandates does not include a sunset clause ? 

d. What percentage of total mandates include a sunset clause? 

e. How many programs have been ended? 

2005 World Summit Outcome Action: The summit indicated that the U.N, is 

planning to review programs over five years old, however, the summit document 

has no provisions for instituting a sunset clause in new resolutions. 
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5. The United States should insist that the United Nations publish annually a list of 
all subsidiary bodies and their functions, budgets, and staff. Their budgets 
should be subject to the same sunset provisions that apply to other U.N. 
programs and activities. The United Nations should also publish budget 
information in a manner that lays out multi-year expenditures by program and 
identifies the source of funds as assessed or voluntary (including the source 
country) and includes in-kind contributions. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
General Assembly or the Security Council? 

b. Is an annual list of subsidiary bodies, functions, budgets, and staffs available? 

a What percentage of them is subject to a five year review? 

d. Is multi-year budget information available? 

e. Are in-kind and voluntary contributions reported and identified by source in 
multi-year budgets? 

2005 World Summit Outcome Action: No action taken by the U.N. 

6. The U.S. Office of Management and Budget (OMB) should annually report to 
Congress on all U.S. contributions, both assessed and voluntary, to the United 
Nations. 

a. Is the report conducted and available in the public domain? 

2005 World Summit Outcome Action: Not Applicable. 

7. The United States should work with a representative group of member-states to 
explore ways of giving larger contributors a greater say in votes on budgetary 
matters without disenfranchising smaller contributors. The consensus-based 
budget process has proved effective at reining in increases in the U.N. budget 
but not at setting priorities or cutting many obsolete items. 

a. Have meetings discussing this occurred in the last year? 

b. What changes have been enacted? 

c. Do the major donors have weighted voting? 

2005 World Summit Outcome Action: Not Applicable. 

8. The Department of Peacekeeping Operations (DPKO) should become a more 
independent program with distinct rules and regulations appropriate for its 
operational responsibility for comprehensive peacekeeping missions. Its 
responsibilities must include coordination with broader reconstruction and 
development activities of the United Nations. 

a. Is coordination between the DPKO and broader reconstruction and 
development activities of the United Nations actually occurring? 

b. What changes have been adopted? 

c. Is DPKO more independent? 

d. Has it adopted stronger codes of ethics and conduct? 

2005 World Summit Outcome Action: They want to establish the "Peacebuilding 

Commission" but it was not stated if it would coordinate with the DPKO. 
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III. Personnel 

1. The United States should insist on the secretary-general’s call in his March 21 
report for a one-time severance program to remove unwanted, or unneeded, 
staff, and should monitor that program closely to ensure it is designed to remove 
the staff who ought to be removed. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
General Assembly or the Security Council? 

b. What percentage of staff is being given severance? 

c. Has the severance been conducted through the existing budget? 

2005 World Summit Outcome Action: This was called for in the document. 

2. The United Nations should not offer permanent contracts to any new employees. 
The identification of redundant staff, along with other relevant recommendations 
in this report, should apply fully to the U.N.’s nearly 5,000 contractors and 
consultants. 

a. What percentage of contracts is permanent? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. The U.N.’s hiring practice must reflect the emphasis on competence laid out in 
the Charter, with geographical considerations taken into account only after the 
competence test is met. 

a. What percentage of personnel has been hired based on a competency test? 

b. Has there actually been a change in geographical representation? 

2005 World Summit Outcome Action: Report insists upon “due regard” being 

given to geographical distribution, and for some positions calls for gender balance 

in hiring. 

4. The United States shouid insist that the United Nations instail a more 
empowered and disciplined Human Resources Department that employs ail the 
techniques of modern personnei policies. 

a. Has such a system been adopted? 

2005 World Summit Outcome Action: The report requested the secretary general 

for recommendations for change in Human Resources. 

5. The United States shouid support granting U.N. managers the authority to assign 
employees where they can be best used and amending job placement policies to 
permit promotional opportunities. 

a. Has the General Assembly granted the Secretary General this authority? 

2005 World Summit Outcome Action: No action taken by the U.N. 


Bold and listed by Number- T ask Force Recommendations Appendix-1 2- 

Italics and listed by letter - Proposed Performance Measures 
Bold and Underscored - 2005 World Summit Action 


© 2005 Gingrich Communications 



83 


APPENDIX 1 


6. The United Nations should more systematically take advantage of secondments 
of personnel from member-states on a pro bono basis for specified periods or 
tasks. 

a. In the last year, how many personnel were on a pro bono basis for specified 
periods or tasks? 

b. Is this number increasing, decreasing, or holding constant? 

2005 World Summit Outcome Action: No action taken by the U.N. 

7. The General Assembly must fully implement its new requirement that candidates 
for positions on the U.N. Administrative Tribunal must possess appropriate 
qualifications before being approved. 

a. What percentage of personnel on the U.N. Administrative Tribunal has 
appropriate qualifications? 

2005 World Summit Outcome Action: No action taken by the U.N. 

8. In criminal cases involving U.N. personnel, immunity should be waived unless 
the Legal Adviser to the secretary-general determines that justice is unlikely to 
be served in the country at issue. The Legal Adviser’s report should be made 
available to the proposed Independent Oversight Board to ensure accountability 
to an independent body. Efforts must be made to find an appropriate jurisdiction 
elsewhere. 

a. What percentage of criminal cases involving the U. N. is immunity not waived? 

b. For each of the above cases, is the Legal Advisor's report available to the 
Independent Oversight Board or member states if lOB is not yet in place? 

0 . What was the number of cases where another Jurisdiction was used? 

2005 World Summit Outcome Action: No action taken by the U.N. 


9. Legal fees for accused staff should only be reimbursed if the accused staff is 
cleared by appropriate legal processes. 

a. What number of accused staff had legal fees reimbursed? 

b. How many of those were found guilty? 

2005 World Summit Outcome Action: No action taken by the U.N. 

10. A new standard of personnel ethics must be developed and advertised within the 
United Nations. Disclosure forms must be mandatory at the P-5 level and above. 
Failure to disclose must be sanctioned, and sanctions clearly laid out. An Office 
of Personnel Ethics should be established within the Secretariat but accountable 
to the lOB to serve as a repository for disclosure documents. These documents 
must be made available to member-states upon request. 

a. Has the Office of Personnel Ethics been established? 

b. Are disclosure documents mandatory, verifiable, and available on request to 
member states? 

2005 World Summit Outcome Action: The summit asked the secretary general to 
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propose an independent ethics office, and develop a system wide code of ethics for 

U.N. personnel. 

11. The United Nations must meet the highest standards of information disclosure. 
The United States should carefully monitor the Secretariat’s current efforts to 
develop a comprehensive information disclosure policy. 

a. Do the U.N. information disclosure rules meet U.S. standards? 

2005 World Summit Outcome Action: Various references to increased 

transparency, but no overarching plan or goal. 

12. If the United Nations is again called upon to administer a large scale sanctions 
regime, it should set up an effective and separate management structure, with 
serious audit capacity, to do so. 

2005 World Summit Outcome Action: The summit calls for keeping all sanctions 

oversight under the Security Council. 

13. The United States should work with other member-states to identify which of the 
operational programs now receiving funds from the assessed budget should be 
funded entirely by voluntary contributions. 

a. Has an entity been identified to conduct this study? 

b. How many programs have been shifted to voluntary funding? 

2005 World Summit Outcome Action: Not Applicable, 

14. The General Assembly’s committee structure should be revised to increase its 
effectiveness and to reflect the substantive priorities of the United Nations, as 
identified in other parts of the Task Force report. Bearing in mind the 
recommendations of this report, the United States should review the mandates 
and performance of the committees with a view to identifying areas of 
duplication between the committees and other bodies, programs and mandates 
in the U.N. system. 

a. Has an entity been identified to conduct this study? 

b. Is the number of committees smaller or larger? 

c. How many committees have been eliminated? 

2005 World Summit Outcome Action: No action taken by the U.N. 

Deterring Death and Destruction: Catastrophic Terrorism and Proliferation of Nuclear, 

Chemical, and Biological Weapons 

I. U.N. Security Council 

1. P-5 members should consult regularly on proliferation and terrorism issues. 
Frequent substantive contacts will not guarantee unanimity, but they could 
promote greater convergence in perceptions of the threat and facilitate more 
constructive engagement when difficult issues are brought before the Council. 

a. Are P-5 members regularly meeting? 
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2005 World Summit Outcome Action: Not Applicable. 

2. The Council as a whole should also meet regularly on proliferation and terrorism 
issues. It should receive closed-door briefings three or four times a year by the 
Directors General of the IAEA and OPCW, the chairs of the CTC and 1540 
Committee, and other senior officials from relevant U.N. organizations. 

a. Is the Council meeting on proliferation and terrorism issues? 

b. Is the Council receiving quarterly briefings from IAEA and OPCW, the chairs of 
the CTC and 1540 Committee, and other relevant U.N. organizations? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. The United States and other Security Council members should urge the 1540 
Committee to move aggressiveiy in encouraging U.N. members to put in piace 
the laws and control measures required by U.N. Security Council Resolution 
1540. 

a. Has the U.S. Mission made this clear to the 1540 Committee and in public 
pronouncements? 

2005 World Summit Outcome Action: No action taken by the U.N. 

4. The United States should press within the Council for improving the 
effectiveness of the U.N.SCR 1373's Counterterrorism Committee. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council? 

2005 World Summit Outcome Action: Not Applicable. 

5. The United States shouid promote the “naming of names” that is, the United 
States should push the Security Council to have the 1373 Committee publicly list 
state sponsors of terrorism. 

a. Has this been formally communicated by the U.S. Mission in the Security 
Council? 

b. Has the 1373 Committee publicly listed state sponsors of terrorism? 

2005 World Summit Outcome Action: Not Applicable. 

6. The United States should take the lead in the Council to rationalize the work of 
the three Security Council committees responsible for terrorism and proliferation 
under three separate resolutions (1267, 1373, and 1540). 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council? 

b. Has the Security Council rationalized the work of these committees to the 
satisfaction of the State Department? 

c. Are there still overlaps and areas of missed responsibility for these 
committees? 

2005 World Summit Outcome Action: Not Applicable. 
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7. The United States should also take the lead in the Council on steps to strengthen 
international verification such as it is in the nonproliferation fields. If the IAEA or 
OPCW Technical Secretariat, respectively, is unable with existing authorities to 
resolve whether a particular country is in compliance, the Council will meet 
immediately with a view to providing authorization, under Chapter VII, to utilize 
much more extensive, supplementary verification methods (e.g., comparable to 
those authorized for use in Iraq by U.N. Security Council Resolution 1441). 

2005 World Summit Outcome Action: Not Applicable. 

8. The Council should also strengthen the U.N. secretary-general’s existing 
authority to initiate field investigations of alleged violations of the Geneva 
Protocol or the Biological Weapons Convention by making it mandatory for 
states to grant prompt access and provide full cooperation. 

2005 World Summit Outcome Action: No action taken by the U.N. 

9. To carry out the more robust supplementary verification activities in the nuclear 
and chemical fields that may be authorized by the Security Council, the IAEA and 
OPCW should be prepared to make available on short notice inspectors who are 
specially trained in more rigorous verification methods. In the biological 
weapons area, where no comparable verification organization exists, the Council 
should establish and train a roster of specialists who would be available 
immediately in the event that the Council or secretary-general (under his 
authority to initiate CW or BW investigations) activated them. 

a. Has a roster of biological specialists been established? 

2005 World Summit Outcome Action: No action taken by the U.N. 

10. The U.S. should support a Council instruction to U.N.MOVIC and the IAEA to 
document and archive information on the investigation of Iraqi WMD programs 
begun in 1991, with a mandate to complete the task within six months. 

a. Has such a Council Instruction been issued? 

b. Have member-states received legai advice on the Convention for the 
Suppression of Acts of Nuciear Terrorism? 

2005 World Summit Outcome Action: Not Applicable. 

1 1 . On the critical subject of the nuclear fuel cycle and the Nuclear Non-Proliferation 
Treaty, the United States should continue to promote the Bush administration's 
initiative to prevent the acquisition of uranium enrichment and plutonium 
reprocessing facilities by additional countries. 

a. Has this been vigorously promoted by the Department of State? 

2005 World Summit Outcome Action: Not Applicable. 
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12. The United States should encourage the Council to strengthen legal authorities 
to interdict illicit WMD-related shipments and disrupt illicit WMD-related 
networks. 

a. Has this been formally communicated by the U.S. Mission to the U.N, in the 
Security Council? 

2005 World Summit Outcome Action: Not Applicable. 

13. The United States should urge Council action to discourage and impede 
unjustified use of the NPT’s withdrawal provision, which aliows a party to ieave 
the treaty after 90 days if it asserts that remaining in the treaty would jeopardize 
its supreme interests. 

Note: This may be applicable only when a nation attempts to withdraw from the NPT. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council? 

b. Has the Security Council to action to discourage this behavior? 

2005 World Summit Outcome Action: Not Applicable. 

14. The Council should develop a menu of penalties that would be available for 
future Council consideration in individual cases of violations. 

a. Has the Security Council developed a menu of such penalties? 

2005 World Summit Outcome Action: No action taken by the U.N. 

11. U.N. General Assembly 

1 , The General Assembly should move expeditiously to adopt a definition of 
terrorism along the lines recommended by the High-Level Panel and endorsed 
by the secretary-general. On the basis of that definition, the Assembly should 
proceed as soon as possible to conclude a comprehensive convention on 
terrorism. The definition of terrorism should cover the actions of individuals or 
irregular organizations, rather than armies since the latter are bound by the rules 
of war and need not be covered by additional language prohibiting terrorism. 
Although international consensus on the basis of the formulation contained in 
the High-Level Panel would be a major step forward, the definition of terrorism 
should ideally also cover acts of violence against noncombatant military units — 
for example, those deployed to a given country as part of a U.N.-authorized 
peacekeeping force or those present on foreign soil only to provide training or 
receive logistics support. 

a. Has the General Assembly adopted a comprehensive definition of terrorism 
acceptable to the United States no later than the 2005 General Assembly? 

2005 World Summit Outcome Action: While condemning terrorism, the summit 

does not define it, however it does allow that creating a commission to consider the 

issue should be considered. 
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2. The Terrorism Prevention Branch of the U.N. Office on Drugs and Crime 
(U.N.ODC) shouid be encouraged to intensify its efforts to promote wide 
adherence to the international conventions on terrorism, especially the new 
Convention for the Suppression of Acts of Nuclear Terrorism, and to provide 
member-states iegal advice on domestic implementing legisiation necessary to 
make those conventions effective. 

a. Have member-states received legal advice on the Convention for the 
Suppression of Acts of Nuclear Terrorism? 

2005 World Summit Outcome Action: No action taken by the U.N. 

III. International Atomic Energy Agency 

1. The United States should continue pressing for establishment of a committee of 
the IAEA Board to review the Agency’s role in monitoring and promoting 
compliance with nuclear nonproliferation obligations. 

a. Has a committee of the IAEA Board actually been established? 

b. Have the results of the review been published? 

2005 World Summit Outcome Action: Not Applicable. 

2. The IAEA and its Board should strongly promote universal ratification and 
rigorous enforcement of the Additional Protocol. Nuclear Suppliers Group 
members can assist in this effort by adopting a guideline that makes adherence 
to the Additional Protocol by recipient states a condition for nuclear cooperation. 

a. Has the IAEA and its board issued a statement on universal ratification and 
enforcement of the Additional Protocol? 

b. Has such a guideline been established by the Nuclear Suppliers Group? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. IAEA Board members should urge that the Agency’s relatively new function of 
investigating nuclear trafficking networks be expanded. 

a. Has the IAEA Board issued a statement on expanding its role in investigating 
nuclear trafficking networks? 

2005 World Summit Outcome Action: No action taken by the U.N. 

4. The United States and other Board members must strongly encourage the IAEA 
to assign higher priority to nuclear security. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council, the General Assembly, or directly to the IAEA? 

b. Have any other board members taken similar action ? 

2005 World Summit Outcome Action: Not Applicable. 
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5. The IAEA and its Board should examine means of assuring countries that 
renounce the right to possess their own enrichment and reprocessing 
capabilities that they wiil have reliable access to nuclear reactor fuel supplies. 

a. Has the IAEA undertaken suc^ a study? 

b. Has the IAEA communicated the results to member states? 

2005 World Summit Outcome Action: No action taken by the U N. 

IV. Organization for the Prohibition of Chemical Weapons (OPCW) 

1. The missions of OPCW and its Technical Secretariat should be adjusted to deal 
more heavily with the nonstate actor chemical weapons threat. 

a. Have the missions been so adjusted? 

2005 World Summit Outcome Action: No action taken by the U.N. 

2. OPCW should become a partner of the 1540 Committee to help it implement U.N. 
Security Council Resolution 1540's requirements in the chemical area as in the 
case of the IAEA for nuclear issues, including taking the lead in assisting in 
establishing international standards for legislation criminalizing CW-related 
activities by nonstate actors. It should assist the Committee in the area of 
physical protection, assessing the adequacy of security and accountancy 
measures at declared chemical weapons storage depots and developing 
international standards for protecting chemical industry plants against theft or 
sabotage. With respect to the reports countries are called upon to submit under 
1540, the OPCW would assist in evaluating performance, suggesting 
improvements, and coordinating assistance efforts. 

a. Has the OPCW provided assistance in evaluating 1540 mandated reports? 

b. Has the OPCW made suggestions and coordinated assistance to member 
states based on its evaluation of 1540 reports? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. The United States and other CWC parties should request OPCW’s Technical 
Secretariat to examine the potential for state and nonstate actors to use new 
technologies, such as micro-reactors and novel chemical agents, for CW 
purposes and make recommendations on whether and how the CWC regime can 
be modified to keep up with the evolving CW proliferation threat. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council, the General Assembly, directly to the OPCW, or directly to the 
OPCW’s Technical Secretariat? 

b. Have other CWC parties taken similar action ? 

c. Has the OPCW's Technical Secretariat undertaken such a study? 

d. Has the OPCW’s Technical Secretariat made recommendations based on the 
study? 

e. Have those recommendations been acted on? 

2005 World Summit Outcome Action: No action taken by the U.N. 
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V. World Health Organization (WHO) 

1. While the WHO should strengthen its existing pubiic health capabilities that are 
also relevant to reducing the biowarfare threat, consideration should urgently be 
given to establishing a new U.N. organization responsible for dealing with 
biological weapons issues. 

a. Has a study on establishing a new U.N. organization for dealing with biological 
weapons been completed? 

b. Has the WHO increased existing public health capabilities that are relevant to 
biowarfare? 

2005 World Summit Outcome Action: No action taken by the U.N. 

2. WHO should undertake a major upgrading of its global disease surveillance and 
response network. The United States should be prepared to take the lead in 
persuading other donor governments to commit the additional resources 
required. Informal arrangements should be worked out so that, in the event of a 
suspicious disease outbreak that seemed to be the result of intentional BW use, 
WHO could immediately notify the new U.N. biological warfare organization and 
the U.N. secretary-general, who would be in a position to dispatch biowarfare 
experts to assist WHO in its investigation. 

a. Has WHO upgraded its global disease surveillance and response network? 

2005 World Summit Outcome Action: They committed to upgrading the 

infrastructure of individual nations, but not of the world as a whole, nor did they 

propose any plans to link it all together. 

3. The new U.N. organization responsible for countering the biowarfare threat 
would work with the 1540 Committee and relevant international health 
organizations, including WHO, to develop common international biosecurity 
standards, both with respect to ensuring that only bona fide scientists have 
access to dangerous pathogens and ensuring that facilities engaged in 
legitimate research with dangerous pathogens have adequate physical security 
measures in place. 

a. Have common international biosecurity standards been established? 

b. Do only bona fide scientists have access to dangerous pathogens? 

c. Do dangerous pathogens have adequate physical security measures? 

2005 World Summit Outcome Action: No action taken by the U.N. 

4. The new blowarfare organization should also work with the WHO and other 
international scientific organizations to develop international guidelines or 
standards for reviewing, approving, and monitoring dual-use bioscientific 
research projects, particularly in the area of genetic engineering, that could 
produce results that could be applied by states or terrorist groups to offensive 
BW purposes. 

a. Do international guidelines exist for reviewing, approving, and monitoring dual- 
use bioscientific research projects? 
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2005 World Summit Outcome Action: No action taken by the U N. 

VI. Conference on Disarmament (CD) 

1. The CD has outlived its usefulness and should be disbanded. Instead of having a 
single multilateral negotiating body take its place, the Security Council should, 
as the need arises, set up ad hoc bodies of manageable size to take on discrete, 
narrowly defined tasks, such as negotiating a treaty banning further production 
of fissile materials or developing common international standards for 
biosecurity. 

2005 World Summit Outcome Action: No action directly, however the CD would 
be examined along with all other mandates older than 5 years if that step is taken 
as proposed in the summit document. 

War and Peace: Preventing and Ending Contacts 

I. U.N. Peacekeeping: Doctrine, Planning, and Strategic Guidance 

1 . The Department of Peacekeeping Operations should develop doctrine that 
recognizes the need for capable forces in the new security environments in 
which peacekeepers are mandated by the Security Council to operate, and the 
United States should press for member state acceptance of these new realities 
and their resource implications. 

a. Has the Department of Peacekeeping Operations developed the doctrine? 

b. Has the Department of Defense provided advice in the development of this 
doctrine? 

2005 World Summit Outcome Action: They commended the EU for developing 
regional training, and expressed the desire to have the African Union troops 
improved over the next 10 years. 

2. More broadly, the United Nations should develop doctrine and strategy for 
multidimensional peace operations that thoroughly integrate the security 
dimension with economic and political development requirements. Prior to 
deployments, a strategic assessment of the crisis situation should be made to 
determine the full range of measures necessary to effectively address the 
causes of the crisis. Strategic mission plans should precede deployments, and 
should be drafted by senior-level mission strategy groups brought together prior 
to missions. 

Note: This may only be applicable as future peacekeeping operations evolve. 

a. Has the U.N. developed a multi-dimensional strategy for peace operations? 

b. Does a strategic mission plan exist for each peacekeeping operation? 

c. kVas this plan drafted by senior-level mission strategy groups prior to executing 
the peacekeeping mission? 

2005 World Summit Outcome Action: No action taken by the U.N. 

II. Sexual Exploitation and Abuse 
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1 . The United Nations must quickly implement a policy of zero tolerance of sexual 
exploitation and abuse by peacekeepers. The United States should strongly 
support implementation of reform measures designed to ensure uniform 
standards for all civilian and military participants in peace operations; training 
programs relating to sexual exploitation and abuse; increased deployment of 
women in peacekeeping operations; deployment of established (rather than 
“patched together”) units to peacekeeping operations; accountability of senior 
managers; effective data collection and management; victim’s assistance; 
staffing increases to enhance supervision; and organized recreational activities 
for peacekeepers. 

a. Is there a policy of zero tolerance of sexual exploitation? 

b. Are there training programs for U.N. civilians and military? 

c. Are established units deploying to support U.N. operations? 

d. Is there a victim's assistance program? 

e. Is data being collected? 

f. Are recreational activities being provided for peacekeepers? 

2005 World Summit Outcome Action: The summit condemned sexual abuse and 

called for a comprehensive plan of "victims’ assistance" for those abused by U.N. 

staff. No plan to prevent such activities or punish the perpetrators was proposed or 

called for. 

2. While these measures have recently been endorsed by member-states, the 
United States shouid urge generous budgetary support for these initiatives, and 
should also press for independent investigative capacity. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council or General Assembly? 

b. Is there an independent investigative capacity? 

2005 Worid Summit Outcome Action: Not Applicable. 

3. The United States should seek to ensure effective programs of assistance for 
victims who make substantiai ciaims, even when neither the victim nor the 
United Nations is able to obtain redress from the perpetrator of the abuse. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council or General Assembly? 

2005 World Summit Outcome Action: Not Applicable. 

4. States that prove unwilling or unable to ensure discipline among their troops 
should not be permitted to provide troops to peacekeeping missions. 

a. Has a U.N. resolution or rule change implementing this policy been adopted? 

2005 Worid Summit Outcome Action: No action taken by the U.N. 
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III. Rapid Deployment 

1 . While the Task Force does not endorse a standing U.N. military force, member 
states must increase substantially the availability of capable, designated forces, 
properly trained and equipped, for rapid deployment to peace operations on a 
voluntary basis. The Secretariat should enhance its capacity to coordinate 
increases in member state contributions to the Stand-by Arrangements system. 

2005 World Summit Outcome Action: The summit commended the EU efforts to 

develop such forces, and also called on the U.N. to develop a police force. 

2. The United States should sustain and strengthen its support for regional 
peacekeeping capacity building, such as the Global Peace Operations initiative. 

2005 World Summit Outcome Action: Not Applicable. 

3. The Department of Defense should prepare policy options for U.S. support of 
capacity enhancements and for U.S. engagement in peace operations consistent 
with U.S. national interests. 

a. Has the DOD prepared policy options to support capacity enhancements and 
for U.S. engagement in peace operations? 

2005 World Summit Outcome Action: Not Applicable. 

IV. The U.N. Role and Capacity in Conflict Mediation and Peacebuilding 

1. To enhance support for U.N. efforts at conflict mediation and negotiation, the 
United States should support an increase in resources for the Department of 
Political Affairs (DPA), following an Independent study providing a strategy for 
enhancing DPA capacity and improving coordination with DPKO. 

a. Has an independent study of the DPA and DPKO been conducted? 

b. Have the results been provided to the member-states? 

c. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council or General Assembly? 

2005 World Summit Outcome Action: The summit proposed exactly this policy. 

2. To enhance support for postconflict peacebuilding activities, the United States 
should support the creation of a Peacebuilding Commission, a Peacebuilding 
Support Office, and a voluntary peacebuilding support fund. 

a. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council or General Assembly? 

b. Has a Peacebuilding Commission been created? 

c. Has a Peacebuilding Support Office been created? 

d. Has a voluntary peacebuilding support fund been established? 

2005 World Summit Outcome Action: Not Applicable. 
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3. The United States should also encourage member governments with expertise in 
peacebuiiding activities, such as those related to rule of law, to play lead nation 
roles on these issues in particular peace operations. 

a. Has the U.S. Congress passed a resolution communicating this? 

b. Has this been formally communicated by the U.S. Mission to the U.N. in the 
Security Council, General Assembly, or directly to relevant members 7 

2005 Worid Summit Outcome Action: The summit endorsed involving those 
nations which have “ experienced post-conflict recovery” in the Commission. 

4. The Task Force supports an increase in funding for the peace operation-related 
activities of the Office of the High Commissioner for Human Rights and the 
U.N.’s Electoral Assistance Division. 

a. Has funding increased for the peace keeping activities of the Office of the High 
Commissioner for Human Rights and the U.N.'s Electoral Assistance Division? 

2005 World Summit Outcome Action: The summit endorsed a doubling of the 
budget of the Office of the High Commissioner for Human Rights, though it was 
stipulated that the staff should be balanced both geographically and by gender. 


V. U.S. Capacity in Civilian Postconflict Stabilization Activities 

1. To enhance U.S. ability to support postconflict reconstruction and to coordinate 
its efforts with the United Nations and other governments, the United States 
should strengthen the new State Department Office of the Coordinator for 
Reconstruction and Stabilization, and Congress should provide it with resources 
necessary (and requested by the administration) to play its coordination role. 

2005 World Summit Outcome Action: Not Applicable. 


VI. Sanctions 

1 . Sanctions must be part of an overall strategy that integrates diplomacy and 
coercion in an informed and effective manner, and must be carefully targeted to 
avoid unintentional impacts, punish perpetrators of abuses and illegality, and 
create incentives for change. Member-states and the Secretariat must develop 
dedicated capacities for sanctions analysis, implementation and enforcement. 

a. Does the U.S. have dedicated capacities for sanctions analysis, 
implementation, and enforcement? 

b. Do other member states? 

c. Does the Secretariat have a dedicated capability for sanctions analysis, 
implementation, and enforcement? 

2005 World Summit Outcome Action: The summit agreed with these general 

goals, however did not offer mechanisms to implement such a policy. 
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Helping People and Nations: Development and Humanitarian Assistance 

I. General Recommendations 

1. The U.S. Department of State should be the policy leader for development and 
humanitarian assistance issues, especially with respect to coordinating U.S. 
Government support to multilateral organizations. 

2005 World Summit Outcome Action: Not Applicable. 

2. Enhance the predictability and coherence of U.S. support of U.N. assistance. 

2005 World Summit Outcome Action: Not Applicable. 

3. Place greater emphasis on external evaluation of U.N. development and 
humanitarian programs. 

2005 World Summit Outcome Action: No action taken by the U.N. 

II. Reducing Poverty 

1. Push the United Nations to balance the interest in poverty reduction with an 
interest in governance and economic growth. 

2005 World Summit Outcome Action: The summit acknowledged the need for 
good governance at the national and international level. 

2. The U.S. Department of State's new office for the Office of the Coordinator for 
Reconstruction and Stabilization (S/CRS) should establish a collaborative 
relationship with the U.N. Peacebuilding Commission, if such a new body is 
created as part of U.N. reform. 

Note: This action requires that a U.N. Peacebuilding Commission be established. 

2005 World Summit Outcome Action: Not Applicable. 

3. Reorient the mission and activities of the Economic and Social Council 
(ECOSOC), giving it a clearly focused mission. 

2005 World Summit Outcome Action: The summit outlined the mission of the 
ECOSOC, and stated that it should change from its current form, but did not 
express what actual changes should take place. 

4. ECOSOC should eliminate the practice of secret voting by members, and the 
Department for Economic and Social Affairs should be streamlined. 

a. Does ECSOSOC continue secret votes? 

b. Are the Department for Economic and Social Affairs more streamlined then 
before? 

2005 World Summit Outcome Action: No action taken by the U.N. 
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III. Containing Disease 

1 . Strengthen the U.N. relationship with the World Bank. 

a. Are regular meeting taking place between World Bank and U. N. 
representatives? 

b. Are the World Bank and U.N. publishing coordinated documents, plans, and 
policies? 

2005 World Summit Outcome Action: The summit endorsed having 
representatives of the World Bank on the Peacebuilding Commission. 

2. Connect the U.N. Development Group (U.N.DG) with the equivalent executive 
bodies dealing with humanitarian and peacekeeping operations. 

a. Are the representatives from the U.N. Development Group (U.N.DG) and 
equivalent humanitarian and peacekeeping executive bodies meeting regularly? 

b. Are the U.N.DG and equivalent humanitarian and peacekeeping executive 
bodies publishing coordinated documents, plans, and policies? 

2005 World Summit Outcome Action: No action taken by the U.N. 

3. Empower resident coordinators with regard to sector-wide strategies and 
budgets. 

a. Are resident coordinators producing and publishing sector-wide strategies? 

b. Are resident coordinators actually exercising day-to-day influence over their 
budgets? 

2005 World Summit Outcome Action: Recommended by the summit. 

4. Apply new business models for delivering assistance, including greater 
partnership between U.N. agencies and the private sector. 

2005 World Summit Outcome Action: While they welcomed the contribution of 
the private sector they did not embrace private sector models. 

5. Rationalize and simplify the funding of U.N. Programs. 

2005 World Summit Outcome Action: No cohesive policy on this matter was 
articulated. 

6. The Consolidated Appeals Process (CAPS) model — which greatly improves 
transparency and improves the ability of member governments to donate to 
priority programs — should be replicated beyond its current application in 
humanitarian relief to other domains of U.N. assistance, such as child survival, 
peace-building, rule of law, postcrisis recovery (including demobilization and 
reintegration of soldiers), and disaster risk mitigation. 

a. Has the CAPS model been applied to child survival? 

b. Has the CAPS model been applied to peace-building? 

c. Has the CAPS model been applied to rule of law? 

d. Has the CAPS model been applied to postcrises recovery? 
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e. Has the CAPS model been applied to disaster risk mitigation? 

2005 World Summit Outcome Action: No action taken by the U.N, 

7. Allow leading U.N. officials and resident coordinators to appoint the personnel 
they wish, but hold them accountable for the mission and results. 

2005 World Summit Outcome Action: The summit called for giving “appropriate 

authority” to such officials, without defining the amount of latitude. 

8. U.N. field offices should be encouraged to continue moving toward common 
services. 

2005 World Summit Outcome Action: No action taken by the U.N. 

9. Establish third-party and independent mechanisms for auditing as well as for 
monitoring and evaluation. 

2005 World Summit Outcome Action: No action taken by the U.N, 

10. Strengthen the lead coordinating role of WHO in combating infectious diseases. 

2005 World Summit Outcome Action: No action taken by the U.N. 

11. WHO should operate in all areas of the world. Taiwan, for instance, is excluded 
from WHO membership due to the opposition of China. This deprives the 
organization of valuable resources and significantly impedes the fight against 
the SARS epidemic and other infectious diseases. Taiwan should have the 
closest possible association with WHO. 

a. Is WHO operating in Taiwan? 

2005 World Summit Outcome Action: No action taken by the U.N. 

12. Strengthen and mandate U.N.ICEF to regain the lead it once had, ten years ago, 
in the global efforts for child survival and against hunger and nutritional 
deficiency diseases. 

2005 World Summit Outcome Action: No action taken by the U.N. 

IV. Alleviating Disaster 

13. Re-engineer the relief architecture of the U.N.. 

2005 World Summit Outcome Action: No action taken by the U.N. 
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14. Require that 1 5-20 percent of disaster funding be spent toward risk reduction 
and mitigation. 

a. What is the actual percentage of disaster funding being spent on risk reduction 
and mitigation? 

2005 World Summit Outcome Action: No action taken, though they affirmed the 
need to help nations suffering from disasters. 
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Non-Task Force Recommendations and 
Suggested Performance Measures 

Rejection of the Anti-Democratic Elite Global Governance Movement 

1. A coalition of genuine democratic nation states led by the United States should 
explicitly and consistently reject a growing anti-democratic international 
movement of elite groups that seeks to create a system of rules and “laws” of 
“global governance” using international venues to undermine and limit American 
rights and the American Constitution. 

a. Do official U.N. documents promote the concept of "global governance’’ as 
superior to the concept of “democratic sovereignty’’ or the principle that the 
highest political authority resides in the self-governing democratic state? 

b. Do official U.N. documents claim to speak for the “people of the world, ” 
although they have no democratic authority to do so? 

a Do U.N. Treaties and Conventions ever propose to restrict the individual rights 
of the citizens in democratic states, more than the elected officials of those 
states themselves? 

d. Do U.N. Treaties and Conventions grant special privileges to non-democratic 
organizations, including NGOs in their relationship with democratic nation- 
states? 

e. Do U.N. Treaties, Conventions, agencies and officials grant special privileges to 
NGOs that are inconsistent with the vision of the founders of the United 
Nations? 

f. Are NGOs ever seen as a substitute for the democratic nation-state by U.N. 
agencies and officials? 

g. Does official U.N. literature continue to promote the amorphous concept of 
“global governance’’ that implies that there is a layer of legitimate political 
authority above the democratic nation-state? 

h. Does official U.N. literature continue to promote the amorphous concept of 
“global civil society’’ which fails to distinguish among democratic nation-states, 
undemocratic regimes, and the constitutional limits and political accountability 
within a democratic state? 

I. Do the populations of democratic nation-states subsidize the promotion of 
“norms” and "values, ” (throughout the world and within their own countries), by 
unaccountable U.N. officials that are overwhelmingly opposed by tax-paying 
populations of these democratic states? 

2005 World Summit Outcome Action: Not Applicable. 

2. The United States should explicitly affirm the principle of “democratic 
sovereignty” as a core universal principle in all international and global 
relations, and as central to the administration of the United Nations. 

a. Has the U.N. internalized and promoted in its official documents the concept of 
“democratic sovereignty?" 

b. Has the U.N. recognized in its official documents that democratic legitimacy 
comes only from the democratic nation-state? 

c. Does the U.N. recognize in its official documents that the democratic nation- 
state is the most democratic of all institutions, that is to say, that the democratic 
nation-state is more democratic than NGOs, international organizations, and 
the bureaus and institutions of the United Nations itself? Is this recognition of 
the centrality of the democratic nation-state to democratic legitimacy clear in the 
official U.N. documents? 
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d. Do U.N. rapporteurs in monitoring the compliance of democratic nation-states 
to various U.N. conventions and treaties promote the enactment of measures 
that are inconsistent with the democratic procedures of the country involved? It 
would be necessary to examine the reports of rapporteurs on U.N. conventions 
and treaties on, for example, civil liberties, torture, racial discrimination, 
children, women, from democratic states such as the US, Britain, Israel, 
Australia, Belgium, Chile, Czech Republic, etc. 

2005 World Summit Outcome Action: Not Applicable. 

Ending U.N. Discrimination against Israel 

1 . Any Reform of the U.N. Must Extend to Israel. 

a. Has Israel been granted full membership 7 

2005 World Summit Outcome Action: No action taken by the U.N, 

2. The U.N. must abolish all of the U.N. machinery responsible for the year-round, 
global campaign of discrimination and demonization of Israel. 

a. Has the Committee on the Inalienable Rights of the Palestinian People been 
abolished? 

b. Has the Special Committee to Investigate Israeli Practices been abolished? 

c. Has the Division of Palestinian Rights been abolished? 

d. Has the sub-section of the Department for Public Information on the Palestinian 
Issue been abolished? 

2005 World Summit Outcome Action: No action taken by the U.N, 

3. The U.N. must end the one sided U.N. approach to the Palestinian-lsraeli Conflict. 

a. Has the U.N. adopted a comprehensive definition of terrorism that 
encompasses terrorist organizations and sponsors of terrorism against Israel? 

b. Has the U.N. adopted a comprehensive definition of terrorism that 
encompasses all organizations and organizations set out in the lists of the U.S. 
Department of State? 

c. Has the U.N. applied Chapter VII sanctions against organizations and state 
sponsors of terror against Israel? 

d. Has the U.N. removed any language in its resolutions that are one-sided and 
which purport to dictate results of final status negotiations between the parties, 
such as describing Israel as an occupying force, failing to take account of the 
successive wars of self-defense that Israel has been required to fight since its 
creation and the ongoing threats to its security? 

2005 World Summit Outcome Action: No action taken by the U.N. 

4. The U.N. must take strong action to combat the scourge of anti-Semitism. 

a. Has the General Assembly adopted a resolution dedicated specifically to 
combating all forms of anti-Semitism? 

b. Has the General Assembly or the Secretary General commissioned a report to 
investigate, describe and provide recommendations on combating anti- 
Semitism? 

c. Has the Human Rights Council taken action to investigate and combat anti- 
Semitism? 
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d. Has the U. N. eliminated funding for follow-up of the Durban World Conference 
Against Racism, including in the Office of the U.N. High Commissioner for 
Human Rights, which fomented anti-Semitism and the demonization of Israel? 

2005 World Summit Outcome Action: No action taken by the U.N, 

5. The High-level Panel on Threats, Challenges and Change, appointed by the U.N. 
Secretary-General offered a sharp critique of the work program of the U.N. 
General Assembly. Its words are important to note: 

“The keys to strengthening the General Assembly’s role are focus and 
structure. Its norm-making capacity is often squandered on debates 
about minutiae or thematic topics outpaced by real-world events. Its 
inability to reach closure on issues undermines its relevance. An 
unwieldy and static agenda leads to repetitive debates. Although some 
resolutions such as the 1948 Universal Declaration of Human Rights and 
the 2000 United Nations Millennium Declaration are highly significant, 
many others are repetitive, obscure, or inapplicable, thus diminishing the 
credibility of the body. But detailed procedural fixes are not going to 
make the General Assembly a more effective instrument than it is now. 
That can only be achieved if its Members show a sustained determination 
to put behind them the approach which they have applied hitherto. 

Member states should renew efforts to enable the General Assembly to 
perform its function as the main deliberative organ of the United Nations. 
This requires a better conceptualization and shortening of the agenda, 
which should reflect the contemporary challenges facing the international 
community. Smaller, more tightly focused committees could help 
sharpen and improve resolutions that are brought to the whole 
Assembly.” 

The Panel should be asked to reconvene and spell out in detail a set of 
recommendations for a fundamental restructuring of the U.N. General 
Assembly’s work program. 

2005 World Summit Outcome Action: No action taken by the U.N. 
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Mr. Chairman and Members of the Subcornmittee; 

I am pleased to be here today to discuss internal oversight and procurement in the 
United Nations (UN). The findings of the Independent Inquiry Committee into the UN’s 
Oil for Food Program have rekindled long-standing concerns about internal oversight 
and procurement at the United Nations. In addition, the UN’s 2005 World Summit called 
for a host of reforms, from human rights, terrorism, and peace-building to economic 
development and management reform. 

Today, I will share with you our preliminary observations on the UN’s budgeting 
processes as it relates to the ability of the UN’s Office of Internal Oversight Services 
(OIOS) to perform independent and effective oversight.' I will also discuss some of the 
UN’s efforts to address problems affecting the openness and professionalism of its 
procurement system. I would like to emphasize that my comments today reflect the 
preliminary results of two ongoing GAO engagements examining the UN’s internal 
oversight and procurement services. We will issue reports covering a wide range of 
issues in both areas early next year.” 

To conduct our work to date, we met with senior Department of State officials in 
Washington, D.C., and senior officials with the U.S. Missions to the UN in New York, 
Vienna, and Geneva. At these locations, we also met with the UN Office of Internal 
Oversight Services management officials and staff; UN Procurement Service officials and 
staff; representatives of several UN funds, programs, and specialized agencies; and the 
UN external auditors — ^the Board of Auditors (in New York) and the Joint Inspection 
Unit (in Geneva). We reviewed relevant OIOS program documents, manuals, and reports. 
To assess the reliability of OIOS’s funding and staffing data, we reviewed the office’s 
budget reports and discussed the data with cognizant officials. We determined the data 
were sufficiently reliable for the purposes of this report. To conduct our work on UN 
procurement, we reviewed past GAO, UN audit, and expert reports on UN procurement 
practices. We also reviewed the UN’s procurement manual, training materials, ethics 
rules, and financial rules and regulations. In addition, we interviewed UN and U.S. 
government officials. We made the Department of State and UN officials aware of the 
contents our testimony. We performed our work between April 2005 and October 2006 in 
accordance with U.S. generally accepted government auditing standards. 


‘in our previous report on this topic {United Nations: Status of Internal Oversight Seivices, GAO/NSIAD-98-9, 
Washington, D.C., Nov. 19, 1997), we recommended that the Secretary of State encourage the Under Secretary-General 
for Intern^ Oversight Services to do more to help maintain OIOS’s independence and establish the office as the 
authoritative internal oversight mechanism the General Assembly intended it to be. 


Our report on OIOS, which will be issued in spring 2006, will examine, among other issues, the Office's management 
structures and accountability frameworks, including risk assessment and recommendations tracking. Our report on 
the UN Procurement Service that will be issued in idling 2(K)6 will, among other issues, examine the internal controls 
in place to ensure compliance with procurement regulations. The Secretariat is currently reviewing these controls in 
the wake of recent events concerning the UN’s Procurement Service, which is currently under interim leadership. 
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Summary 

OIOS's abOity to carry out independent, effective oversight over UN organizations is 
hindered by the UN’s budgeting processes for its regular and extrabudgetary resources. 

In establishing OIOS in 1994, the General Assembly passed a resolution stating that OIOS 
should exercise operational independence in carrying out its oversight responsibOities 
and that the Secretary-General should take into account the independence of the office 
in preparing its budget. The Secretariat’s budget office — over which OIOS has oversight 
authority — exercises control over OIOS’s regular budget, which may result in conflicts of 
interest and infringe on OIOS’s independence. In addition, UN budgeting processes make 
it difficult for OIOS to reallocate its regular budget resources among OIOS locations 
worldwide or among its three oversight divisions— internal audit; investigations; and 
monitoring, evaluation, and consulting services — ^to meet changing priorities. OIOS 
officials provided us with several examples of work funded through the regular budget 
that they were unable to undertake due to resource constraints. In addition, OIOS does 
not have a mechanism in place to identify or justify OIOS- wide staffing needs, except for 
peacekeeping oversight services. OIOS also lacks control over its extrabudgetary 
resources, which comprise 62 percent of its overall budget in fiscal biennium 2004-2005. 
The UN funds and programs that the OIOS oversees maintain control over some of these 
resources since OIOS negotiates its terms of work and payment for services with the 
managers of the programs it intends to examine. If the entity does not agree to an OIOS 
examination or does not provide sufficient funding for OIOS to carry out its work, OIOS 
cannot adequately perform its oversight responsibilities. 

The United Nations has made progress in improving the clarity of its procurement 
manual but has yet to fuUy address previously identified concerns affecting the lack of 
openness and professionalism of its procurement system. Specifically, concerns remain 
relating to an independent bid protest system, staff training and professional 
certification, and ethics regulations. In 2002, the United Nations revised its procurement 
manual, which now provides staff with clearer guidance on UN procurement regulations 
and policies, including more detailed step-by-step instructions of the procurement 
process than it had when we reported in 1999. However, the Secretariat has yet to 
enhance the openness of the procurement system by heeding a 1994 recommendation by 
outside experts that it establish an independent bid protest process. At present, vendors 
cannot file complaints with an Independent official or office if they believe that the UN 
Procurement Service has not handled their bids appropriately. As a result, senior UN 
officials may not be made aware of problems in the procurement process. In addition, 
the United Nations has not fuUy addressed longstanding concerns affecting the 
professional qualifications of its procurement workforce. Tire Procurement Service is 
developing a new training curricula and a professional certification program. It has 
trained some procurement staff as instructors but has yet to complete the training 
curricula. In addition, the United Nations still needs to develop the individual training 
profiles necessary to determine the extent of its training requirements. A June 2005 
report by an independent contractor indicated that most headquarters procurement 
officers and procurement assistants do not possess professional procurement 
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certifications. According to the contractor, the level of certification was low in 
comparison to other organizations. Further, the United Nations has yet to adopt several 
internal proposals to clarify UN ethics regulations for procurement staff and vendors, 
such as a code of conduct. 

Background 

Established in 1994 to serve as the UN’s main oversight body, OIOS operated with a 
budget of $63.9 million in fiscal biennium 2004-2005 and employs a workforce of 2B6 staff 
in 20 locations around the world. OIOS was established to assist the Secretary-General in 
fulfilling internal oversight responsibilities over UN resources and staff. The stated 
mission of the OIOS is “to provide internal oversight for the United Nations that adds 
value to the organization through independent, professional, and timely internal audit, 
monitoring, inspection, evaluation, management consulting, and investigation activities 
and to be an agent of change that promotes responsible administration of resources, a 
culture of accountability and transparency, cuid improved program performance. The 
office is headed by an Under Secretary-General who is appointed by the Secretary- 
General for a 6-year fixed term with no possibility of renewal.' The Under Secretary- 
General may be removed by the Secretary-General only for cause and with General 
Assembly approval. OIOS's authority spans all UN activities under the Secretary-General, 
namely the UN Secretariat in New York, Geneva, Nairobi, and Vienna; the five regional 
commissions for Africa, Asia and the Pacific, West Asia, Europe, and Latin America and 
the Caribbean; peacekeeping missions and humanitarian operations in various parts of 
the world; and numerous UN funds and programs, such as the United Nations 
Environment Program (UNEP), United Nations Human Settlements Program (UN- 
HABITAT), and the Office of the United Nations High Commissioner for Refugees 
(UNHCR).' 

The UN Procurement Service is located within the UN Secretariat’s Department of 
Management, at the UN headquarters in New York City. As of August 2005, the 
Procurement Service had a staff of 71 personnel that included 21 procurement officers, 5 
associate procurement officers, and 24 procurement assistants. The Procurement Service 
manages procurement for the UN Secretariat headquarters and procures air services and 
items costing more than $200,000 for the Secretariat’s peacekeeping and other field 
missions. While it also provides procurement guidance and support to UN personnel who 
procure goods and services in the Secretariat’s peacekeeping and other field missions, it 


' In December 2004, the General Assembly passed a resolution making all OIOS's audit reports available to 
any member state upon request. 

new Under Secretary-General for Internal Oversight Services was appointed in July 2005. 

OIOS’s authority does not extend to UN specialized agencies such as the Food and Agriculture Organization (FAO), 
International Labor Organization (ILO), and World Hedlh Organization (WHO). 
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does not directly supervise them.® Overall Secretariat procurement spending tripled 
between 1994 and 2004 as the number of UN peacekeepers in the field increased.’ 

Past reviews of the UN’s procurement system have identified problems in each of the six 
commonly identified characteristics that define an effective procurement system. ' In 
1999, we found that the United Nations had yet to fully address these problems. The 
United Nations has retained a consulting firm to assess the Procurement Service’s 
financial and internal controls, following the decision of a former procurement official to 
plead guilty to federal charges involving his receipt of funds from firms seeking UN 
contracts. The Procurement Service is currently under interim management. 

UN Budgeting Processes Limit OIOS’s Effectiveness 

The ability of OIOS to carry out independent, effective oversight is impeded by the UN’s 
budgeting processes for the regular budget and funds from the assessed peacekeeping 
budget and voluntary contributions from funds and programs subject to OIOS’s 
oversight, which is known as extrabudgetary resources. The Secretariat’s budget office — 
over which OIOS has oversight authority — exercises control over OIOS’s regular budget, 
which may result in potential conflicts of interest. UN budgeting processes make it 
difficult for OIOS to shift resources among OIOS locations or divisions to meet changing 
priorities. In addition, OIOS lacks control over extrabudgetary resources from UN funds 
and progrruns. OIOS negotiates its terms of work and payment for services with the 
manager of the program it intends to examine. However, if the entity does not agree to 
an OIOS examination or does not provide requested funding for OIOS to perform its 
work, OIOS cannot adequately perform its oversight responsibilities. These regular 
budget and extrabudgetary processes have impeded OIOS in its ability to complete some 
of its identified oversight priorities and raise serious questions about OIOS’s 
independence. 


“For example, the 135 procurement staff who work in the Secretariat’s peacekeeping field missions report to the 
Secretariat’s Department of Peacekeeping Operations rather than to the Procurement Service iit the Secretariat’s 
Depaitment of Management. 

’In 1997, the Secretariat spent about $430 million on procurement and fielded an average of about 2 1 ,000 peacekeepers 
per month. According to UN figures, in 2004 the Secretariat spent more than $1.3 billion on procurement and fielded an 
average of 57,300 peacekeepers per month. Most (85 percent) of the $1.3 billion spent by the Secretariat on 
procurement in 2004 was for peacekeeping. 

®In our previous report on this topic ( United Nations: Progwss of Procurement Reforms, GAO/NSIAD-90-71, 
Washington, D.C., Apr. 15, 1999), we noted that openness and a professional workforce are two of six commonly 
identified characteristics of effective procurement systems. An open procurement system is characterized in part by a 
clear and formal bid protest process, a procurement manual, standard operating procedures, and policies and 
procedures that are understood by all participants. A professional workforce is characterized by competent and 
knowledgeable staff who have undergone professional trainlirg programs. Other commonly identified characteristics of 
effective procurement systems are integrity, competitiveness, accountability, and value. These characteristics were 
discussed by a high level group of procurement experts who reviewed the UN procurement system in 1994. 
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OIOS’s Oversight Capacity Is Hindered bv the UN’s Budgeting Processes for the Regular 
Budget 

OIOS’s ability to cany out independent, effective oversight is hindered by the UN’s 
budgeting processes for its regular budget A General Assembly resolution in the creation 
of OIOS stated that the new internal oversight body shall exercise operational 
independence" and that the Secretary-General, when preparing the budget proposal for 
OIOS, should take into account the independence of the office.'" OIOS receives its 
funding from two sources, the UN’s regular budget and funds from the assessed 
peacekeeping budget and voluntary contributions from funds and programs subject to 
OIOS’s oversight — known as extrabudgetary resources." UN rules and regulations 
preclude the movement of funds between the regular budget and extrabudgetary 
resources. From 1996-1997 through 2004-2005, the number of staff funded by the regular 
budget has been relatively flat while the number funded by extrabudgetary resources has 
increased steadily. During that same period, OIOS’s regular budget increased from about 
$16 million to about $24 million; its extrabudgetary resources grew from about $7 million 
to about $40 million. OIOS officials stated that the increase in extrabudgetary resources 
has been largely due to growth in oversight for U.N. peacekeeping (see fig. 1). 


The Institute of Internal Auditore (IIA) International Standards for the Professional Practice of Internal Auditing 
defines independence as freedom from conditions that threaten objectivity or the appearance of objectivi^. The 
Standards state that the chief audit executive should report to a level within tiie organization that allows the internal 
audit activity to fulfill its responsibilities. The Lima Declaration of Guidelines on Auditing Precepts adopted by the 
International Orgmiization of Supreme Auditing Institutions defines independence in terms of the independence of 
supreme audit institutions, the independence of their members and officials, and financial independence. 

Earlier this year, the General Assembly directed the Secretary-General to report on how to achieve full operational 
independence for OIOS, in accordance with its original mandate. The Secretary-General plans to issue the report 
before the end of 2005. 

OIOS's regular budget resources are funds from assessed contributions from member states and cover normal, 
recurring activities such as the core UN functions of the Secretariat OIOS extrabudgetaiy resources are voluntary or 
assessed contributions made by member states to support a specific program or activity, including, for example, 
peacekeeping, war crime tribunals, and UN’s various, separately administei ed funds and programs. 
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Figure 1: OIOS’s Regular Budget and Ext.rahiidgetorv Resources. Fiscal Bienniiim 
1996-1397 to 2004-2005 
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Sogrce; GAO analysis of UN data. 


Note: Regular budget data are the appropriated amounts for the biennium. Extrabudgetary resources are 
estimates of the amounts allotted to OIOS that it expects to receive from UN entities not funded from the 
UN's regular budget. 


The Secretariat’s budget office — over which OIOS has oversight authority — exercises 
controi over OIOS’s regular budget, which infringes on the office’s independence. In 
developing the biennium budget, the Under Secretary-General of OIOS sends its biennial 
budget request to the Secretariat’s budget office for review, While OIOS can negotiate 
with the budget office on suggested changes to its budget proposal, it has limited 
recourse regarding the budget office’s decisions. This process limits OIOS’s ability to 
independently request from the General Assembly the resources it has determined it 
needs to provide effective oversight and also poses a conflict of interest. 

UN budgeting processes make it difficult for OIOS to reallocate its regular budget 
resources among OIOS locations worldwide or among its three divisions — ^internal audit; 
investigations; and monitoring, evaluation, and consulting services — to meet changing 
priorities. For example, OIOS officials requested a reallocation of 11 investigative posts 
from New York to Vienna to save travel funds and be closer to the entities that they 
investigate. This change was approved only after repeated requests by OIOS over a 
number of years. In addition, although OIOS officials stated that they routinely identify 
high-risk and high-priority audits and investigations after the biennial budget has been 
determined, it is difficult to mobilize the resources required to cairry out the work. 

OIOS officials have stated that the office is under resourced, but they do not have a 
mechanism in place to determine appropriate staffing levels or to justify budget requests, 
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except for peacekeeping oversight services. Officials provided us with several examples 
of work funded through the regular budget that they were unable to undertake due to 
resource constraints. For example, although the Board of Auditors recommended on 
several occasions that OIOS develop the capacity to perform more itrformation 
technology audits, OIOS officials said that they lack the financial and human resources 
to do so. We found that OIOS does not have a mechanism in place to determine its 
overall staffing requirements, which would help justify requests for additional resources. 
On the other hand, for peacekeeping audit services, OIOS has a metric — endorsed by the 
General Assembly — that provides one professional auditor per $100 million annual 
peacekeeping budget. Although OIOS has succeeded in Justifying increases for 
peacekeeping oversight services consistent with the large increase in the peacekeeping 
budget since 1994, it has been difficult to support staff increases in oversight areas that 
lack a comparable metric. 

OIOS Lacks Control Over Extrabudgetary Resources 

OIOS lacks control over the extrabudgetary resources funded by UN funds and 
programs. OIOS’s reliance on extrabudgetary resources has been steadily increasing over 
the years — from 30 percent in fiscal biermium 1996-1997 to 62 percent in the last fiscal 
biennium, 2004-2005 (see fig. 1). According to OIOS officials, the growth in the office’s 
budget is primarily due to extrabudgetary resources for audits and investigations of 
peacekeeping. OIOS is dependent on UN funds and programs and other UN entities for 
resources, access, and reimbursement for the services it provides. Heads of these entities 
have the right to approve or deny funding for oversight work proposed by OIOS. By 
denying OIOS funding, UN entities could avoid OIOS audits, and high-risk areas could 
potentially be excluded from adequate examination. For example, we have previously 
testified that the UN Office of the Iraq Program refused to fund an OIOS risk assessment 
of its program management division.'* 

UN funds and programs limit OIOS’s ability to independently set its work priorities in 
that they exercise the power to decide and negotiate whether to fund OIOS oversight 
activities and at what level. OIOS officials stated that because of OIOS’s budgetary 
structure, some high-priority work has not been undertaken. For example, according to a 
senior OIOS official, the office has not been able to adequately oversee the 
extrabudgetary activities of many entities, particularly those based in Geneva. In 
addition, the office also has not been able to oversee the UN Framework Convention on 
CHmate Change or the UN Convention to Combat Desertification. OIOS reports that if 
funding is not forthcoming, OIOS may have no choice but to discontinue auditing certain 
extrabudgetary activities as of January 2006. In addition, in some cases, the fund and 
program manager have disputed the fees OIOS charges for its services. For example, 40 
percent of the $2 milhon billed by OIOS after it completed its work are currently in 
dispute, and since 2001, less than half of the entities have paid OIOS in full for 
investigative services it has provided. If the funds and programs fail to pay or pay late, 
this also adversely affects OIOS’s resources. 


'“GAO, United Nations: OH for Food Program Audits, GAa05-346T (Washington, D.C.: Feb. 15, 2005). 
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The United Nations Has Made Progress but Has Yet to Fully Address Previously 
Identified Procurement Concerns 

The United Nations has improved the clarity of its procurement manual, which now 
provides procurement staff with clearer guidance on UN procurement regulations and 
policies. However, the United Nations has yet to fiiUy address several problems affecting 
the openness and professionalism of its procurement system. Specifically, concerns 
remain relating to an independent bid protest system, staff training and professional 
certification, and ethics regulations. 

The United Nations Has Improved the Clarity of its Procurement Manual 

The UN Procurement Service has improved the clarity its procurement manual. The 
manual guides UN staff in their conduct of procurement actions worldwide. The 
Procurement Service is responsible for ensuring that the manual reflects financial rules 
and regulations and relevant Secretary-General bulletins and administrative instructions. 
An open and effective procurement system requires the establishment of processes that 
are available to and understood by vendors and procurement officers alike. 

In 1999, we reported that the manual did not provide detailed discussions of procedures 
and policies. The United Nations has addressed these concerns in the current manual, 
which was endorsed by a group of outside experts. The manual now has detailed step-by- 
step instructions of the procurement process for both field and headquarters staff, 
including illustrative flow charts. It also includes more guidance that addresses 
headquarters and field procurement concerns, such as delegations of procurement 
authority, more specific descriptions of short- and long-term acquisition planning, and 
the evaluation of requests for proposals valued at more than $200,000. However, the 
United Nations has yet to add a section addressing renovation construction to the 
manual. 

The United Nations Has Not Established an Independent Bid Protest Process 

The United Nations has not heeded a 1994 recommendation by a group of independent 
experts to establish an independent vendor bid protest process “as soon as possible.”” 

As a result, UN vendors cannot protest the Procurement Service’s handling of their bids 
to an independent official or office. We reported in 1999 that such a process is an 
important aspect of an open procurement system. “ A process that allows complaints to 
be acljudicated by an independent office could promote the openness and integrity of the 
process and help alert senior UN officials to the failure of procurement staff to comply 
with stated procedures. 


“GAO, United Nationii: Progress of Procurement Reforms, GAO/NSIAD-99-71 (Washington, D.C., Apr. 15. 1999). 
“United Nations, High LeveJ Expert Group Procurement Stutfy Report (Itew York, N.Y., Dec. 1994). 

“GAO, United Nations: Progress of Procurement Reforms, GAO/NSIAD-99-71 (Washington, D,C., Apr 15, 1909). 
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The current UN bid protest process is not independent of the Procurement Service. 
Vendors are directed to file protests through a complaints ladder process that begins 
with the acting Chief of the Procurement Service and moves through his immediate 
supervisor, currently the Secretariat Controller. The Chief of the Procurement Service at 
that time stated that there is no vendor demand for an independent process. 

In contrast to the UN’s approach to bid protest, the U.S, government provides vendors 
with an agency level bid protest process. In addition, it also provides vendors with two 
independent bid protest forums. Vendors dissatisfied by a U.S. agency’s handling of their 
bids may protest to the U.S. Court of Federal Claims or to the GAO. The GAO receives 
more than 1,100 such protests annually. Several other countries provide vendors with 
independent bid protest processes. Moreover, the United Nations has endorsed the use 
of similar independent bid protest mechanisms by other member nations. In 1994, the 
General Assembly approved a model procurement law that incorporates independent bid 
protest. In its comments on the law it drafted for the General Assembly, the UN 
Commission on International Trade Law stressed that a bid protest review body should 
be independent of the procuring entity.” 

The United Nations Has Not Fully Addressed Concerns Regarding Certification and 
Training of Its Staff 

The United Nations has not fuUy addressed longstanding concerns regarding the 
qualifications of its procurement staff. Although the Procurement Service is developing 
new training curricula and has initiated a certification program, most Procurement 
Service staff at headquarters have not been professionally certified. In addition, it has yet 
to determine the extent to which its training budget may need to increase to pay for 
these new programs. 

A June 2005 report by a UN contractor indicated that most UN headquarters 
Procurement Service officers and assistants have not been certified as to the level of 
their procurement experience and education." The report indicated that only 3 of the 20 
procurement officers and 21 procurement assistants responding to a survey had been 
certified by a recognized procurement certification body.” The contractor informed us 
that the UN’s level of certification was low compared with the level at other 
organizations. Their report concluded that it was imperative that more UN procurement 
staff be certified. Although the experts did not address the qualifications of field 
procurement staff UN headquarters officials informed us that field procurement staff are 
also in need of more training. 


“UN Commission on International Trade Law (UNCITBAL) Model Law on Procurement of Goods, Construction and 
Services. 

“’National Institute of Governmental Purchasing, Assessment of UNPS Procurement Processes, June 2005. 

'"The experts reported that about 90 percent of the personnel in these categories 'were represented in the survey. As of 
August 2005, tlie Procurement Service staff included 21 procurement officers and 24 procurement assistants. 
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Concerns regarding the qualifications of UN procurement staff are longstanding. Since 
1994, international procurement experts reported that UN procurement staff were largely 
ill-trained or inexperienced and very few had any recognized procurement qualifications. 
In 1998, OIOS reported that the majority of the 20 professional headquarters 
procurement staff had procurement-related experience and were qualified. However, 
OIOS also stated that field procurement staff had limited procurement-related 
experience. In addition, OIOS reported that field-level procurement practices were at 
high risk due to continuing problems in training peacekeeping procurement staff in the 
field. “ In 1999, we reported that the UN Secretariat procurement training program did 
not constitute a comprehensive curriculum to provide a continuum of basic to advanced 
skills for the development of procurement officers.“ 

The UN Procurement Service has acknowledged that more needs to be done to train and 
certify procurement staff It has developed a basic and advanced training curriculum and 
provided training to staff at headquarters and in the field during 2004 and 2005. However, 
although the training curriculum covers several key topics in procurement, it does not 
provide in-depth or comprehensive coverage of some topics. For example, the training 
material does not include in-depth information on procurement negotiation, which is of 
particular importance in light of UN plans to renovate its headquarters complex. UN data 
indicates that 1-week basic procurement training courses are being provided to some 
field staff and that advanced procurement training courses are being provided to some 
headquarters and field staff However, it is not clear whether all procurement staff have 
received trsiining in both the basic and advanced curricula. 

The Procurement Service has also begun developing a mandatory certification program. 
Procurement officials stated that their goal is to secure certification of all staff within 6 
years. As part of this certification program, UN officials will train procurement staff to 
serve as trainers. According to UN officials, the curriculum for the trainers has been 
finalized and the UN has trained some staff as trainers. However, these staff have yet to 
receive the certification they need before they can train UN procurement staff Other 
uncertainties relating to the certification program exist, including the number of staff 
who will require certification training and the type of certification they will receive. 

Current budget levels for procurement training may not be adequate to support the new 
training efforts. A June 2005 report by the National Institute of Governmental 
Purchasing, Inc., advised the Procurement Service that its training budget was not 
sufficient to maintain the levels of training needed to ensure fair, open, and ethical 
procurement operations.^' It recommended that the Procurement Service seek a larger 
budget. However, the budget’s adequacy cannot be assessed because the Procurement 
Service has not yet developed training profiles for each staff member. Without 


“These reports are summarized in United Nations: Progress of Procurement Reforms, GAO/NSIAD-99-71 (Washington 
D.C.,Apr. 16, 1999). 

“GAO/NSIAD-99-71. 

"The National Institute of Governmental Purchasing, Assessment of UNPS Procurement Processes, June 2006. 
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assessments of individual training needs, the Procurement Service cannot accurately 
determine the funds it requires to address those needs. 

The United Nations Has Yet to Finalize Procurement Ethics Regulations 

The United Nations has not yet acted on several proposals forwarded by the UN 
Procurement Service to clarify ethics regulations for procurement staff. Although the 
United Nations has established general ethics rules and regulations for all UN staff, the 
Secretary-General has directed that additional rules be developed for procurement 
officers concerning their status, rights, and obligations. The General Assembly also has 
asked the Secretary-General to issue ethics guidelines for procurement staff without 
delay. Several draft rules and regulations specifically addressing procurement ethics are 
waiting internal review or approval; no firm dates have been set for their promulgation. 

If approved, the documents would emphasize that all procurement activities in the 
Secretariat are conducted in the sole interest of the United Nations. They include a 
declaration of ethics responsibilities for procurement staff, a code of conduct for 
vendors, and an outline of the policies in current rules and regulations as they relate to 
procurement staff The proposed policies would also address ethics standards on 
conflict of interest and acceptance of gifts for procurement staff, and outline UN rules, 
regulations, and procedures for suppliers of goods and services to the United Nations. 

Mr. Chairman, this completes my prepared statement, I will be happy to address any 
questions you may have. 

Contact and Acknowledgments 
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making key contributions to this testimony included Assistant Director, Phyllis 
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Timothy DiNapoli, Etana Finkler, Jackson Hufnagle, Kristy Kennedy, Clarette Kim, John 
Krump, Joy Labez, Jim Michels, Barbara Shields, Valerie Nowak, and Pierre Toureille. 
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DEPARTMENT OF THE TREASURY 


Testimony of Robert Werner, Director 
Office of Foreign Assets Control 
Before The Permanent Subcommittee on Investigations 
Committee on Homeland Security and Governmental Affairs 

October 31, 2005 


Chairman Coleman, Ranking Member Levin and other distinguished members of the 
Subcommittee, I appreciate the opportunity to discuss the responsibilities of the Office of 
Foreign Assets Control, or OFAC, as these pertain to the United Nations “Oil-for-Food” 
program and the Iraqi sanctions. 

My testimony today will center on the Committee’s interest in OFAC’s role regarding the 
administration, compliance and oversight of U.S. persons authorized to participate in the 
“Oil-for-Food” program as well as those who obtained licenses to engage in transactions 
related to travel to, and within, Iraq. 

Before turning to a discussion of these responsibilities and processes, however, I would 
like to provide you with a general overview of OFAC’s mission and jurisdictional 
authorities. 

Mission and Jurisdiction 

Since becoming Director of OFAC in October of 2004, 1 have learned first hand that it is 
an exceptional agency of experienced, knowledgeable professionals dedicated to carrying 
out the complex mission of administering and enforcing economic sanctions programs 
based on U.S. foreign policy and national security goals with a workforce of 140 
authorized full-time staff. 

OFAC currently administers 30 economic sanctions programs against foreign 
governments, entities and individuals. Though eight of these programs have been 
terminated, they still require residual administrative and enforcement activities. 
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OFAC’s authority to impose controls on transactions and to freeze foreign assets is 
derived from the President's constitutional and statutory wartime, and national emergency 
powers. In performing its mission, OF AC relies principally on delegations of authority 
made pursuant to the President's broad powers under the Trading with the Enemy Act 
(“TWEA”), International Emergency Economic Powers Act (“lEEPA”), and the United 
Nations Participation Act ("UNPA") to prohibit or regulate commercial or financial 
transactions involving specific foreign countries, entities, or individuals. In 
administering and enforcing economic sanctions programs, OF AC maintains a close 
working relationship with other federal departments and agencies to ensure that these 
programs are implemented properly and enforced effectively, OF AC works directly with 
the Department of State (“State”); the Department of Commerce (“Commerce”); the 
Department of Justice, the Federal Bureau of Investigation (FBI), the Department of 
Homeland Security's U.S. Customs and Border Protection (CBP) and U.S. Immigration 
and Customs Enforcement (ICE); bank regulatory agencies; and other law enforcement 
agencies to fulfill our mission. 

I would also note, Mr, Chairman, that all of the programs we administer require that we 
work closely with the broad range of industries potentially affected by these programs. 

We are expanding and improving our communication with our diverse constituencies 
ranging from the financial and services sectors to manufacturing and agricultural 
industries. The cooperation we receive from U.S. corporations in complying with 
sanctions is generally exceptional. 

UN/Iraq Sanctions Overview and Implementation 

Following the Iraq invasion of Kuwait on August 2, 1990, the UN Security Council 
issued UNSC Resolution 661 on August 6, 1990, imposing sweeping economic sanctions 
against Iraq and providing protective measures with respect to Kuwait. Resolution 661 
also established a committee consisting of all members of the UN Security Council to 
monitor and supervise implementation of the sanctions (the "661 Committee"). Following 
the invasion of Kuwait, the President also issued Executive Order 12722, on August 2, 
1990, which froze the assets of the Government of Iraq in the United States or under the 
control of U.S. persons and imposed a comprehensive trade embargo against Iraq. 
Following the adoption of UNSC Resolution 661, the President issued Executive Order 
12724 on August 9, 1990, broadening the sanctions previously imposed. These sanctions 
were implemented by OF AC through the Iraqi Sanctions Regulations, 31 C.F.R. Part 575 
(the “Regulations”). 

Section 575.205 of the Regulations prohibited any goods, technology or services from 
being exported from the U.S. to Iraq, except for donated articles intended to relieve 
human suffering that were authorized by OFAC on a case-by-case basis. Under sections 
575.520 and 575.521 of the Regulations, U.S. persons could apply to OFAC for 
authorization to export to Iraq donated food and donated supplies intended strictly for 
medical purposes. 
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Except as otherwise authorized, section 575.207 of the Regulations prohibited U.S. 
persons from engaging in transactions relating to travel to Iraq by any U.S. citizen or 
permanent resident alien, or to activities by any U.S. citizen or permanent resident alien 
within Iraq. This prohibition included payments by U.S. persons for their own travel or 
living expenses while in Iraq. The Regulations did not prohibit travel transactions 
related to travel to Iraq or to activities within Iraq that were: (1) necessary to effect the 
departure of a U.S. citizen or permanent resident alien from Kuwait or Iraq; (2) relating 
to travel and activities for the conduct of the official business of the United States 
Government or the United Nations; or (3) by persons regularly employed in journalistic 
activity by recognized newsgathering organizations. 

OF AC referred travel applications to the Department of State for foreign policy guidance 
in appropriate cases, such as when an applicant claimed a compelling humanitarian 
consideration (e.g., a critical illness of an immediate family member in Iraq), or where 
circumstances indicated that a national interest was at stake. In these instances, licensing 
determinations were made on a case-by-case basis in consultation with the Department of 
State. In addition, U.S. persons planning to travel to Iraq under a U.S. passport were 
required by the Department of State to have their passports validated for travel to Iraq by 
the Office of Passport Services. 

In April of 1995, the Security Council adopted UNSC Resolution 986 (Oil-for-Food) as a 
temporary measure to provide for the humanitarian needs of the Iraqi people. In May of 
1996, the Government of Iraq signed a Memorandum of Understanding setting out 
detailed arrangements for the implementation of Resolution 986. Under Oil-for-Food, the 
Government of Iraq was permitted to sell and to export from Iraq petroleum and 
petroleum products as well as purchase and import humanitarian materials and supplies to 
meet the essential needs of the civilian population in Iraq. The proceeds from sales of 
Iraqi-origin petroleum and petroleum products were to be deposited into a special escrow 
account at the New York branch of Banque Nationale de Paris (“BNP New York”) where 
they would be used to fund purchases made by the Government of Iraq. 

The Secretary-General established a panel of independent experts in the international oil 
trade to oversee oil-purchase contracts and ensure that they complied with requirements 
provided for in Resolution 986. The panel was responsible for assessing the pricing 
mechanisms for petroleum purchases in order to determine whether they reflected fair 
market value. The panel was also responsible for providing analysis and 
recommendations to the 661 Committee. 

With respect to purchases of humanitarian materials and supplies, the Government of Iraq 
was required to prepare a categorized list of humanitarian goods and supplies it intended 
to purchase and import pursuant to Resolution 986 and submit it to the Secretary-General. 
The Secretary-General would then forward the distribution list to the 661 Committee. 
Individual contracts for purchases of humanitarian goods and supplies were submitted to 
the 661 Committee through the relevant UN mission of the exporting state. Committee 
members could disapprove any contract. Payment from the Iraq escrow account at BNP 
New York would only be approved for items included in the distribution list, unless the 
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661 Committee decided otherwise on a case-by-case basis. Experts in the UN Secretariat 
were to examine each contract, especially regarding quality and quantity of the goods and 
supplies in order to determine whether a fair price and value were reflected in the 
document. 

Effective December 10, 1996, OF AC amended the Regulations to provide statements of 
licensing policy with respect to Oil-for-Food, which appeared in the December 11,1 996, 
edition of the Federal Register. Section 575.522 of the Regulations authorized U.S. 
persons to enter into executory contracts with the Government of Iraq for the purchase of 
Iraqi-origin petroleum and petroleum products, and to trade in oilfield parts and 
equipment and civilian goods, including medicines, health supplies and foodstuffs. U.S. 
persons were also authorized to enter into executory contracts with third parties outside 
OFAC’s jurisdiction that were incidental to permissible executory contracts with the 
Government of Iraq. U.S. persons were not authorized to engage in transactions related 
to travel to, or within, Iraq for the purpose of negotiating and signing executory contracts. 
However, U.S. persons could enlist and pay the expenses of non-U.S. nationals to travel 
to Iraq on their behalf for the purpose of negotiating and signing executory contracts. 

OF AC required U.S. persons, who had entered into executory contracts with the 
Government of Iraq for the sale of humanitarian materials and supplies or oilfield parts 
and equipment, to submit an application to OF AC for a case-by-case review and approval 
prior to performance of each contract. OF AC referred each application to the Department 
of State and if appropriate the Commerce Department for guidance on whether to 
authorize performance of the contract. State was then responsible for submitting the 
contract to the UN 661 Committee for review concerning whether to authorize release of 
funds from the Iraq account at BNP New York to pay for the goods upon their delivery to 
Iraq. OF AC issued a license determination after it received from State a copy of the 661 
Committee approval of payment and a separate memorandum from State recommending 
that a specific license be issued to the applicant. 

OF AC issued approximately 1050 specific licenses to U.S. persons for various aspects of 
the Oil-for-Food program, primarily under three provisions of the Regulations. Sales to 
the Government of Iraq of oilfield parts and equipment and humanitarian aid were subject 
to licensing under, respectively, sections 575.524 and 575.525 of the Regulations. Three 
U.S. companies were authorized under section 575.524 to sell oilfield parts and 
equipment directly to the Government of Iraq, and 23 U.S. companies were authorized 
under section 575.525 to make direct sales to the GOI of humanitarian aid. A total of 48 
licenses were issued to these 26 U.S. companies authorizing performance of sales 
contracts entered into with the Government of Iraq. 

Section 575.523 of the Regulations authorized the performance of contracts approved by 
the UN 661 Committee for the purchase of Iraqi-origin petroleum or petroleum products 
directly from the GOI. Nine U.S. companies were each issued a license under this 
section. 
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Most U.S. persons licensed by OF AC under this program were authorized to engage in 
trade transactions with third country entities who were contractors or subcontractors with 
the Government of Iraq. In other words, these remaining approximately 1 000 specific 
licenses either authorized U.S. persons to engage in transactions with third parties related 
to sales to the GOI, or else authorized non-U.S. persons to engage in transactions 
involving U.S.-origin goods or components being supplied to the Government of Iraq. 
For example, under 575.523, OF AC issued thirteen specific licenses to seven U.S. 
persons for activities that facilitated the purchase of Iraqi oil by third parties. 

Finally, the general license in section 575.526 of the Regulations authorized U.S. persons 
to import into the United States, and otherwise deal in, Iraqi-origin petroleum and 
petroleum products provided that the goods in question had been approved for purchase 
and export from Iraq by the 661 Committee. 

Outreach 

Because of the complexity of the Oil-for-Food program, OF AC engaged in an outreach 
program to assist licensees in understanding their obligations. OF AC provided guidance 
about the Program’s requirements in hundreds of sanctions workshops. It also published 
information on Iraqi sanctions in numerous plain-language brochures, including Iraq: 
What You Need to Know About U.S. Sanctions, and Foreign Assets Control Regulatons 
for the Financial Community, . . . for Exporters and Importers, . . . for the Insurance 
Industry, and ...for the Securities Industry. Further, it referenced the program in articles 
published in industry magazines for bankers, for shippers, and for the international trade 
community. 

In addition to engaging in this general guidance, in January of 1997, OF AC issued a 
memorandum to the attention of the U.S. Customs Service recommending that Customs 
require importers of Iraqi petroleum or petroleum products to pro vide a copy of the 66 1 
Committee approval for which the petroleum or petroleum products in question 
comprised all or a part of the original purchase. In addition, OF AC suggested that 
Customs might wish to request from the importer a brief statement describing the type 
and amount of the imported Iraqi products and affirming that, to the best of the importer’s 
knowledge and belief, the imported Iraqi petroleum or petroleum products comprised all 
or a portion of the purchase covered in the accompanying UN document. In a 
memorandum to OF AC dated March 6, 1997, Customs confirmed that it had issued 
instructions to Customs field offices pursuant to the guidance contained in OFAC’s 
memorandum. 

In December of 2000, OF AC also published explicit information about authorized and 
unauthorized payments under the Oil-for-Food program. This document, entitled 
“Guidance on Pajmients for Iraqi Origin Petroleum,” was prepared in response to media 
reports that the Government of Iraq had attempted to force its oil customers to violate UN 
Security Counsel Resolutions by demanding that they pay premiums in the form of 
surcharges, port fees or other payments into an Iraqi controlled account. The guidance 
specifically stated that no transfer of funds or other financial or economic resources to or 
for the benefit of Iraq or a person in Iraq could be made except for transfers to the 986 
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Escrow Account. The document mirrored a December 1 5, 2000, communication from 
the 661 Committee with the following explicit points: 

1 . ) The Sanctions Committee did not approve a surcharge of any kind on Iraqi 
Oil. 

2. ) Payments for purchasing Iraqi crude oil could not be made to a non-UN 
account. 

3. ) Therefore, buyers of Iraqi oil should not pay any kind of surcharge to Iraq. 

Designation Authority 

Under the Iraq sanctions program, OF AC had the authority to specially designate — that 
is, to identify publicly and to block assets of any person, whether an individual or a 
business, that was directly or indirectly owned or controlled by the Government of Iraq, 
or that purported to act for or on behalf of that government. As an essential element of the 
Iraq sanctions, OF AC began an initiative to identify front companies and agents used to 
acquire technology, equipment, and resources for Iraq or to otherwise act for or on 
behalf of the Government of Iraq. Iraq Specially Designated Nationals (SDN) included 
Iraqi governmental bodies, representatives, agents, intermediaries or fronts, and could be 
either overt or covert entities of the government. The designations not only exposed 
these persons and blocked their assets but also cut them off from participation in the U.S. 
financial and economic systems. .Ultimately, OF AC named approximately 300 separate 
entities or individuals as Iraq SDNs. 

Enforcement 

OF AC also worked closely with federal law enforcement agencies to enforce sanctions 
against Iraq. For example, CBP has responsibility to interdict goods destined to or from 
OF AC-sanctioned countries or groups. CBP inspectors contact OFAC’s Enforcement 
Division when suspect goods are detained to determine if OFAC has issued licenses for 
these goods. OFAC’s outreach training to CBP inspectors at the Federal Law 
Enforcement Training Center and at CBP Ports of Entry throughout the country included 
information about sanctions against Iraq. 

Moreover, OFAC has completed over 300 investigations and audits against U.S. financial 
institutions, corporations and individuals involving violations of the Iraq sanctions 
program. The violations investigated ranged from unauthorized attempts to export goods 
to Iraq by U.S. companies to the operation of brokerage accounts for Specially 
Designated Nationals of Iraq by brokerage firms. In addition, audits of banking 
transactions conducted by OFAC have revealed other cases involving funds transfers 
destined for Iraq transmitted by U.S. banks. OFAC’s action against violators included 
the issuance of warning letters, the imposition of civil monetary penalties and, where no 
violation was found, no further agency action depending on the nature, circumstances and 
scope of the violation. 
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Finally, criminal investigations of OF AC sanctions’ programs are conducted by ICE, the 
Commerce Department’s Office of Export Enforcement (“OEE”), and the FBI. OF AC 
plays a coordinating and advisory role in such cases, and works closely with agents and 
Assistant U.S. Attorneys. OF AC often provides an expert witness at trial. Criminal 
charges of lEEPA violations have been brought in at least 13 cases since August 1990, 
for unlicensed transactions with Iraq. These cases have involved illegal exports, money 
remittances and dealings in Iraqi oil. 

OF AC is also working with agents in a number of on-going criminal Investigations, 
including investigations by the Department of Justice of potential violations of the Oil- 
for-Food program. In one case, dealing with the purchase of Iraqi oil in excess of the 
amount authorized by the U.N. under Oil-for-Food, OF AC ordered a U.S. company to 
place in excess of several million dollars into a blocked account at a U.S. financial 
institution. In another case, OF AC provided information from an Oil-for-Food license 
file to a U.S. Attorney's Office. 

Conclusion 

I thank the Committee for the opportunity to discuss OFAC’s role in implementing 
economic sanctions against Iraq, including its role in the Oil-for-Food program. I look 
forward to taking your questions. 


-30- 


7 



122 


Illicit Iraqi Income 
1991-2003 

Billions of 
Dollars 



Data source: IIC Report, 9/05 

Chart prepared by: Serrate Permanent Subcommittee on Investigations, 

Minority Staff 10/31/2005 
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OFAC CHRONOLOGY 


6/7/01 U.N. letter to Bayoil asks for information about specific shipments. 

6/25/01 Bayoil refuses to provide shipping information, because it is “completely 

outside [the U.N. Oil Overseer’s] authority and mandate under the [OFF] 
program.” 

7/14/01 Bayoil supplies incomplete information. 

U.N. Office of Iraq Programme asks U.S. Mission to the U.N. for assistance. 

8/17/01 U.S. State Department writes to U.S. Treasury Department’s Office of 

Foreign Assets Control (OFAC) asking it to “contact Bayoil and urge the 
company respond quickly and completely to the Office of the Iraq Program’s 
request for information.” 

11/28/01 U.N. again asks Bayoil for information. 

1/10/02 U.N. again asks Bayoil for information. 

1/24/02 Bayoil writes to U.N. but still does not provide the requested information, 
claiming prejudice against the company. 

1/02 U.N. again asks the State Department for assistance and the State 

Department again contacts OFAC. 

4/23/02 Eight months after the initial request for assistance, OFAC writes to Bayoil 
and requests a report on its transactions in Iraq; letter does not request 
specific information sought by U.N. or direct Bayoil to answer the U.N.’s 
questions. OFAC told the Subcommittee that its investigator recalled that 
the request had to do with “surcharges.” 

5/22/02 Bayoil writes to OFAC saying that because Iraq will not issue contracts 
directly to U.S. companies, it is not doing work under its OFAC license. 

OFAC telephones Bayoil and asks to send Bayoil’s letter to the State 
Department. 

7/2/02 Bayoil writes back that OFAC can share its letter with the State Department 

and U.S. Mission to the U.N. but with no one else, which means it cannot be 
shared with the U.N. 

OFAC never forwards Bayoil’s letter to anyone. 

The U.N. never obtained the information it sought about Bayoil. 

Source: Report on Illegal Surcharges on Oil-for-Food Contracts and Illegal Oil Shipments from Khor al- 

Amaya, pp. 58-63. Prepared by U.S. Senate Permanent Subcommittee on Investigations, Minority Staff 

Permanent Subcommittee on investigations I 
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Witness Statement 


■ = Redacted by the Permanent 
Subcomntittee on Investigations 


knowiedge: 


, affirm that the following statements arc true and accurate to the best of my 


. from 1998 until 2001 I worked as a consultant to the Italtech Company which 
ptirchased and traded oil from Iraq under the United Nations Oil for Food Progratn. In 
jiiirticuiar, I was retained by Italtech to (t) identify individuals and/or entities that had 
heen granted allocations of crude oil from the Government of Iraq, and (ii) arrange 
fueetings concerning the sale of such oil allocations between Italtech representatives and 
the recipients of the oil ullocatioits. For these services, I was paid a commission by 
Iialtech. 

During this 3-ycar period of Oil for Food Program, 1 was intimately involved in the 
negotiation and purchase of approximately eight (8) oil allocations of Iraqi crude oil. 
The total volume of oil purchased in connection with those deals amounted to an 
estimated 16,000,000 barrels. The total value of oil purchased in those transactions 
amounted to an estimated $240,000,000.00. 

In 2000, i received information that a Jordanian businessman named Fawaz Zureikat 
u as representing an individual who had been granted an allocation of oil by the Iraqi 
(•overninent. 1 contacted Mr. Zureikat to inquire about the allocation and whether he 
M a.s interested in selling it to Italtech. 

At that time, I knew that the individual that Mr. Zureikat represented was a British 
official named George Galloway. Ofliciah of the Iraqi State Oil Marketing 
Organization confirmed to me that Mr. Zureikat represented Mr. Galloway in the sale 
of Galloway’s allocations of Iraqi crude oil. In addition, I personally read SOMO 
(locunicnts that .stated that Mr. Zureikat represented Mr. Galloway with respect to 
Clalluway’s oil allocations. Lastly, the fact that Mr, Zureikat represented Mr. Galloway 
^^lth respect to oil allocations and other bu.>iincs$ In Iraq was common knowledge, 
understood by many oil traders with whom i had regular contact. 

I infurmed Mr. Zureikat that Italtech would be interested in purchasing the allocation of 
oil, and pr ocecded_t<>_^rapgc a f ace«to-facc meeting between Mr. Zureikat and Italtech 
'hairman, 

The meeting with Mr. Zureikat occurred In Baghdad at the o ffices of Italtech. 1 
attended and participated in that meeting with |||B[||p||i||||BBBl To the best of my 
recollection, this meeting took place during phase 8 of the Program. I recall that Italtech 
received Its own oil allocation in approximately December 2000, at the beginning of 
phase 9. The meeting with Mr. Zureikat occurred a few months before that, 
approximately in the summer of 2000. 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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I mmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 





Mr.^^[||||im|niegotiated with Mr. Zurei kat the rate o f commission that Italtcch would 
p:iy in exchange for the oil allocation. Mr.||||||||||||||[||||P offered to pay a commission of 8 
cents per barrel for Kirkuk and 12 cents per barrel of Basra. Initially, Mr. Zurelkat 
ityrecil to this commission structure and a hand written draft of a contract was prepared 
between Italtcch and Mr. Zurelkat. Mr. Zureikat stated that he would have to get 
approval from his client before he could sign a formal contract. I understood that, in 
referring to his client, Mr. Zureikat meant Mr. Galloway, 

I he following day, Mr. Zureikat contacted me and stated that his client wanted 20 cents 
H barrel and that he would not accept a lower commission for Kirkuk oil. Once again, T 
understood that, in referring to his client, Mr. Zureikat meant Mr. Galloway. 

Although the preliminary offer between Italtcch and Mr. Zureikat had been drafted, the 
(lea! ultimately fell through and Italtech did not purchase the oil allocation from Mr. 
Zureikat and his client, Mr. Galloway. 

In submitting thi.s statement, I affirm that (i) 1 am making this statement voluntarily, (H) 
1 have never been and am not currently confined by or in the custody of any 
government, including the United States of America or Iraq, (ifi) I was not promised 
anything in exchange for this testimony, and 1 have not received anything of value in 
exchange for this testimony, (tv) I have not been coerced or otherwise threatened and am 
not making this statement under duress, and (v) everything stated herein i.s true and 
accurate and pre.<teated to the best of my knowledge. 1 have requested confidential 
treatment of iny identity' - including the redaction of my name from this witness 
statement ~ because 1 fear that the disclosure of my identity wilt expose me to serious 
bodily harm. 


Signed: 


Dated: 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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I. EXECUTIVE SUMMARY 

On May 17, 2005, British Member of Parliament George Galloway appeared before the 
U.S. Senate Permanent Subcommittee on Investigations (the “Subcommittee”) and testified 
under oath regarding evidence obtain^ by the Subcommittee that he solicited and received 
financial support from Iraq under the United Nations Oil-for-Food Program (the “Program”).' 
Specifically, Galloway denied that he solicited and was granted lucrative allocations of Iraqi 
crude oil under the Program and denied that miyone did so on his behalf He also denied that he 
or anyone else solicited oil allocations as a means of raising funds for the Mariam Appeal - 
Galloway’s political campaign opposing the U.N. sanctions imposed upon Iraq. 

Because Galloway’s testimony and sweeping denials conflicted with the Subcommittee’s 
evidence and May 12, 2005, Report, the Subcommittee continued its inquiry into the matter to 
test the veracity of Galloway’s claims.^ Since the May hearing, the Subcommittee has obtained 
additional evidence establishing that the Hussein regime granted oil allocations to Galloway and 
the Mariam Appeal. This Report, prepared by the Majority staff of the Subcommittee,^ presents 
evidence establishing that; 

1. Galloway personally solicited and was granted oil allocations from the 
Government of Iraq during the reign of Saddam Hussein. The Hussein regime 
granted Galloway and the Mariam Appeal eight allocations totaling 23 million 
barrels from 1999 through 2003; 

2. Galloway’s wife, Dr. Amineh Abu-Zayyad, received approximately $150,000 
in connection with one of those oil allocations; 

3. Galloway’s political campaign, the Mariam Appeal, received at least $446,000 
in connection with the oil allocations granted to Galloway and the Mariam 
Appeal under the Oil-for-Food Program; 

4. The Hussein regime received improper “surcharge” payments amounting to 
$1,642,000.65 in connection with the oil allocations granted to Galloway and 
the Mariam Appeal; and 

5. Galloway knowingly made false or misleading statements under oath before 
the Subcommittee at its hearing on May 17, 2005; 

Evidence supporting each of the preceding findings is presented in detail below. That evidence 
includes: (1) Documents, including bank account information and wire transfers, establishing 
that Fawaz Zureikat, a Jordanian businessman and close friend of Galloway, received money in 
connection with an oil allocation under the Oil-for-Food Program and transferred a significant 
portion of that money to Galloway’s wife and Galloway’s political campaign, the Mariam 
Appeal; (2) Testimony from Tariq Aziz in which Aziz describes in detail his discussions with 
Galloway concerning oil allocations, including Galloway’s request for allocations and his 
subsequent request to increase the amount of oil allocated to him and his political organization, 
the Mariam Appeal; (3) Documents created by the Iraqi Ministry of Oil, including records 
created during the Hussein regime that were authenticated by the Minister of Oil; (4) Documents 
created by senior Hussein officials detailing Galloway’s efforts to obtain financial support from 
the Hussein regime for his political campaign, including documents that were authenticated by 
Tariq Aziz and Ali Hasan al-MaJid; (5) Interviews with an oil trader stating that he discussed the 
oil allocation process with Galloway, and that “[Galloway] told me that, if he were to obtain an 
oil allocation, he would contact us directly or indirectly” and that “[Galloway] said he or his 
representative in Iraq would contact [me] in connection with the sale of an allocation;” and (6) 
Written affirmation from a second oil trader who negotiated with Galloway’s agent for the 
purchase of Galloway’s oil allocation. 


‘ See May 17. 2005, Permanent Subcommittee on Investigations Hearing entitled “Oil for Influence: How Saddam 
Used Oil to Reward Politicians Under the Oil-for-Food Program.” 

^ The May 12, 2005, Report refers to the report prepared by the Majority and Minority Staffs of the Permanent 
Subcommittee on Investigations entitled “Report on Oil Allocations Granted to Charles Pasqua & George 
Galloway.” 

The information in this Majority Staff Report is based upon a Joint investigation by the Subcommittee’s 
Republican and Democratic staff. 


I 
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II. INTRODUCTION 

In April 2004, Subcommittee Chairman Norm Coleman directed the Subcommittee to 
initiate an investigation into allegations of abuse and misconduct related to the Oil-for-Food 
Program. Over the course of its inquiry, the Subcommittee has issued numerous subpoenas and 
document requests to individuals and entities, obtained and reviewed hundreds of thousands of 
documents from at least seven countries, and interviewed scores of witnesses. To date, the 
Subcommittee has held three hearings and issued four staff reports chronicling numerous abuses 
related to the Program. 

Three of those reports introduced evidence obtained by the Subcommittee concerning the 
Hussein regime’s abuse of the Program through the awarding of lucrative “oil allocations” to 
foreign officials.^ In particular, these bi-partisan reports presented evidence establishing that the 
Hussein regime granted such allocations to Russian official Vladimir Zhirinovsky, the Russian 
Presidential Council, former French Minister of the Interior Charles Pasqua, and British Member 
of Parliament George Galloway. These reports were issued in conjunction with the 
Subcommittee’s hearing on May 17, 2005, entitled “Oil for Influence: How Saddam Used Oil to 
Reward Politicians under the United Nations Oil-for-Food Program.” 

At that hearing, the Subcommittee presented evidence indicating that Galloway had been 
granted oil allocations from the Hussein regime. That evidence included documents created by 
the Iraqi Ministry of Oil during the reign of Saddam Hussein, documents created by the Iraqi 
Ministry of Oil after the fall of Saddam Hussein, testimony of senior officials of the Hussein 
regime who were interviewed by the Subcommittee, and interviews of Hussein regime officials 
conducted by the U.S. Treasury Iraqi Financial Asset Team. Among the senior regime officials 
that provided evidence against Galloway were Taha Yasin Ramadan, the Vice President of Iraq 
under Saddam Hussein, Tariq Aziz, Hussein’s Deputy Prime Minister, and Amer Rashid, the 
Minister of Oil. 

On May 17, 2005, Galloway testified at the Subcommittee’s hearing, appearing 
voluntarily and under oath. In his opening statement and in response to questioning from 
Members of the Subcommittee, Galloway made both general and specific denials of the findings 
contained in the Subcommittee’s report. For example, Galloway denied that he had been 
enriched by the Iraqi government or had taken any money from his friend, Jordanian 
businessman Fawaz Zureikat, in connection with any Oil-for-Food transaction. Specifically, 
Galloway testified that: 

I can assure you, Mr. Zureikat never gave me a penny from an oil deal, 
from a cake deal, from a bread deal, or from any deal. 

* * * 

My point is, you have accused me personally of enriching myself, of taking 
money from Iraq, and that is false and unjust. 

Galloway recently reiterated the substance of his hearing testimony in response to interrogatories 
sent to him by the Subcommittee.^ Specifically, Galloway denied having received any funds 
from Zureikat in connection with any deal under the Oil-for-Food Program.^ When asked 
whether Zureikat had transferred any funds to his bank account in connection with any oil 
transaction, oil allocation, or any other Oil-for-Food related deal, Galloway responded “no.”^ 
When asked whether Zureikat made any such transfer to his wife. Dr. Amineh Abu-Zayyad, 
Galloway responded, “I have no knowledge of Mr Zureikat’s business affairs.”^ 


For general information regarding the operation and abuses of Oil-for-Food Program, see S. Hrg. 108-761 “How 
Saddam Hussein Abused the United Nations Oil-for-Food Program” (Nov. 15, 2004) and S. Hrg, 109-43 “The 
United Nations’ Management and Oversight of the Oil-for-Food Program” (Feb. 15, 2005). 

^ See Appendix A for a description of the process utilized by the Hussein regime to allocate oil under the Program. 

“ Galloway’s response to Subcommittee’s interrogatories. (Ex. 1). Mr. Galloway declined to be interviewed by the 
Subcommittee, but did agree to answer written qu^tions. In submitting the interrogatories to Mr. Galloway, the 
Subcommittee informed him that the questions and his answers would be considered a continuation of his sworn 
testimony before the Subcommittee. 

‘ M. 

^ Id. 

^ Id. 
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At the May 17 hearing, Galloway testified that he had never been directly or indirectly 
involved in oil trading, and had never discussed oil allocations at any time with Deputy Prime 
Minister Tariq Aziz. Specifically, Galloway testifi^ as follows: 

Senator, I am not now, nor have I ever been, an oil trader, and neither has 
anyone on my behaif. I have never seen a barrel of oil, owned one, bought 
one, sold one, and neither has anybody on my behalf. 

* * * 

Senator Levin. ... Did you have conversations with Tariq Aziz about the 
award of oil allocations? That is my question. 

Mr. Galloway. No. 

Since the May 17 hearing, Galloway has made statements confirming his denials under oath 
before the Subcommittee. In light of his comments at a recent debate with columnist Christopher 
Hitchens, for instance, there should be no ambiguity about the certainty of Galloway’s denial at 
the May 17 hearing. At the debate, Galloway again denied having had any conversation 
regarding oil allocations with Aziz. In response to a challenge by Hitchens to sign an affidavit to 
that effect, Galloway stated “It’s a complete lie. . . . It’s a lie. . . . I've already dealt with this, it’s a 
lie. Nobody ever discussed oil allocations with me, not Tariq Aziz, not anybody. I’ve already 
said it under oath, never mind an affidavit, under oath on pain of imprisonment in front of the 
U.S. Senate,”"* 

Moreover, Galloway reiterated his position regarding this issue in his responses to 
interrogatories issued by the Subcommittee earlier this month. Specifically, Galloway stated that 
neither Aziz nor any other Iraqi official ever offered him an oil allocation.^’ According to 
Galloway, he never discussed nor was offered any financial support from Aziz to fund the 
Mariam Appeal or any other of Galloway’s political activities.’^ Additionally, Galloway has 
also denied ever having spoken to Aziz about the possibility of Iraq providing financial support 
for the Mariam Appeal.’^ 

In addition to testifying that he was not an oil trader and did not discuss oil allocations 
with Tariq Aziz, Galloway also testified that he had no knowledge that Fawaz Zureikat was 
transacting oil deals with Iraq, much less oil deals on his behalf or on behalf of the Mariam 
Appeal. Specifically, Galloway answered questions put to him by Senator Coleman as follows: 

Senator Coleman. I am asking you specifically, in 2001 were you aware 
that he [Fawaz Zureikat] was doing deals with Iraq? 

Mr. Galloway. I was aware that he was doing extensive business with Iraq. 

I did not know the details of it It was not my business. 


Senator Coleman. ... So in 2003, you are saying you do not know the 
answer to whether he was involved in oil deals? 

Mr. Galloway. I told you in my previous two answers, I knew that Mr. 
Zureikat was heavily involved in business in Iraq and elsewhere but that it 
was none of my business what particular transactions or business he was 
involved in ... 


Senator Coleman. ... you never had a conversation with him in 2001 of 
whether he was ever doing oil business with Iraq? 

Mr. Galloway. ... 1 never asked him if be was trading in oil. 

* * * 

Senator Coleman. So in 2003 when you said you did not know whether he 
was doing oil deals, were you telling the truth at that time? 


Excerpt from transcript of debate between Galloway and Hitchens at Baruch College (Sept. 14, 2005). 
" Galloway’s response to Subcommittee’s inteirogatories. (Ex. 1). 
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Mr. Galloway. Yes, 1 was. I have never known untU the Telegraph story 
appeared that he was aHeged to be doing oil deals.’'* 

Since the May 17 hearing, Galloway has repeated to the Subcommittee that Zureikat performed 
no commercial activities on his behalf.^^ Moreover, Galloway maintains that he had no 
knowledge of Zureikat’s business affairs.*^ Consistent with his testimony provided under oath at 
the Subcommittee’s hearing, Galloway continues to assert that he had no knowledge regarding 
Zureikat’s oil dealings until certain articles were published in the British newspaper The Daily 
Telegraph}'’ 

A review of the evidence submitted in this Report demonstrates that each of Galloway’s 
statements quoted above, including his statements made under oath to the Subcommittee, is false 
or misleading. The evidence obtained by the Subcommittee includes, but is not limited to: 

1. Documents, including bank account information and wire transfers, 
establishing that Fawaz Zureikat, a Jordanian businessman and close friend of 
Galloway, received money in connection with an oil purchase under the Oil- 
for-Food Program, and transferred a significant portion of that money lo 
Galloway’s wife and Galloway’s political campaign, the Mariam Appeal; 

2. Tariq Aziz’s detailed description of his discussions with Galloway concerning 
oil allocations, including Galloway’s request for allocations and his 
subsequent request to increase the amount of oil allocated to him and his 
political organization, the Mariam Appeal; 

3. Documents created by the Iraqi Ministry of Oil, including records created 
during the Hussein regime that were authenticated by the Minister of Oil; 

4. Documents created by senior Hussein officials detailing Galloway’s efforts to 
obtain financial support from the Hussein regime for his political campaign, 
including documents that were authenticated by Tariq Aziz and Ali Hasan al- 
Majid; 

5. Interviews with an oil trader describing his discussion with Galloway about 
the oil allocation process, and stating that “[Galloway] told me that, if he were 
to obtain an oil allocation, he would contact us directly or indirectly” and that 
“[Galloway] said he or his representative in Iraq would contact [me] in 
connection with the sale of an allocation;” and 

6. Written affirmation from a second oil trader who negotiated with Galloway’s 
agent for the purchase of Galloway’s oil allocation. 

This evidence and additional evidence gathered by the Subcommittee is discussed in Section IV 
and Section V of this Report, Findings relating to both Galloway and Zureikat are made in 
Section VI. 

III. BACKGROUIVD 
A. George Galloway MP 

George Galloway’^ is currently a member of the British Parliament and has served there 
almost continuously since 1987 as the Member for Glasgow Hiilhead, the Member for Glasgow 
Kelvin, and most recently, the Member for Bethnal Green and Bow. 

Galloway has consistently denied allegations relating to receiving money or rights to oil 
allocations from the Hussein regime. In a statement issued in 2003, Galloway declared: “I have 
never solicited nor received money from Iraq for our campaign against war and sanctions. I have 
never seen a barrel of oil, never owned one, never bought one, never sold one.” In a 2004 
witness statement entered into evidence at the trial for a lawsuit brought by Galloway against the 


'■* In referring to “the Telegraph story,” Galloway was referring to articles published by The Daily Telegraph in 
April 2003 indicating that Galloway solicited financial support from the Hussein regime. 

Galloway’s response to Subcommittee's inteirogatories. (Ex. 1). 

(Ex. 1). 

''Id (Ex. I). 

Id (Ex. 1). 
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The Daily Telegraph, he stated that “The allegations made by the Telegraph are very serious and 
extremely damaging. They are all felse.” In sworn testimony in 2005 before the Subcommittee, 
Galloway stated “I have never seen a barrel of oil, owned one, bought one, sold one, and neither 
has anybody on my behalf.” Galloway's denials in the press are too numerous to list. 


B. The Mariam Appeal 

In 1998, Galloway established and served as the first chairman of the “Mariam Appeal,” 
an organization named for Mariam Hamza, a 4-year old Iraqi girl suffering from leukemia. 
Galloway founded the Mariam Appeal at approximately the same time as he brought the girl 
from Iraq to the U.K. for medical treatment.^^ Initially, Galloway declared that funds raised by 
the Mariam Appeal would be used to pay for the girl’s treatment in the U.K. and “to demand the 
lifting of the sanctions on Iraq.”^® Galloway also indicated that, once Mariam’s treatment was 
funded, excess donations would be directed to m^ical aid for Iraqi children.^’ Subsequently, 
however, Galloway stated that the Mariam Appeal was “a political campaign that was involved 
in a life-or-death struggle against the might of the British and American State[s].”^^ 


Two bank accounts were established for the Mariam Appeal. The first account, opened 
in April 1998, was established at the Westminster House branch of Lloyds TSB Bank pic. 
Galloway was one of the signatories on the account,^^ As detailed below, the Mariam Appeal 
account at Lloyds was used as the primary, if not sole, depository for Fawaz Zureikat. In total, 
Zureikat deposited approximately £448,248 ($668,617) into the Mariam Appeal account at 
Lloyds during the course of the Oil-for-Food Program. As will be demonstrated in this Report, 
ail of Zureikaf s deposits into the Lloyds account were made after oil allocations were granted to 
Galloway by the Hussein regime. Moreover, the evidence obtained by the Subcommittee 
indicates that many of Zureikat’ s deposits into the Mariam Appeal account at Lloyds TSB were 
derived from oil allocations that were granted to Galloway. The circumstances surrounding each 
of Zureikaf s known deposits into the Lloyds TSB account are detailed in Section IV, below. 


Approximately one year after the Mariam Appeal opened its account at Lloyds, an 
account was opened in the name of the Mariam Appeal at the Trafalgar Square branch of the 
National Bank of Abu Dhabi (“NABD”). The Mariam Appeal account at NBAD received its 
initial deposit of £509,721.57 ($823, 710) on April 13, 1999, by wire transfer from the 
“government of Abu Dhabi. The minutes of a meeting of the Mariam Appeal state that the 
Appeal had authorized the opening of the account at NABD “to reflect our gratitude to His 
Excellency the Deputy Prime Minister Sheikh Sultan Bin Zayed Al-Nahyan.” The authorized 
signatories of the account at NABD were Dr. Abu-Zayyad, Sabah Al-Mukhtar, and Stuart 
Halford.^ 


Over the life of the Mariam Appeal, approximately £756,116 was deposited into the 
Mariam Appeal account at Lloyds, and approximately £622,693 was deposited into the Mariam 
Appeal account at NBAD, amounting to a total of £1,378,810 (over $2.4 million) in deposits. 
The deposits made by the government of Abu Dhabi accounted for approximately 37% of all 
deposits made to Mariam Appeal accounts, making it the largest “donor” to the Mariam Appeal. 
Zureikaf s total deposits account for approximately 33% of all deposits into the Mariam Appeal 
accounts, making Zureikat the second largest “donor” to the Mariam Appeal. Other major 
deposits into the two Mariam Appeal bank accounts include those made by the Royal Embassy 
of Saudi Arabia (£20,000), Wajed Hakem Sultan (approximately £50,000), and an anonymous 


Witness Statement of George Galloway MP in Claim No. HQ03X02026, George Galloway v. Telegraph Group 
Limited, In the High Court of Justice, Queen’s Bench Division (“Telegraph Lawsuit”), at ^ 38. (Ex. 2). 

Galloway Iraq appeal cleared of impropriety overfunds. The Scotsman. June 29, 2004. 

Globetrotter's 14 (rips paid for by a/)pea/. The Times, Apr. 23, 2003. 

Id. 

Lloyds Bank Authority for Societies, Clubs and Associations. (Ex. 3). A review of the canceled checks from the 
account at Lloyds indicates that other persons, including R. Gordon West, Sabah Al-Mukhtar, and James 
McGowan, were authorized signatories at other points in time. 

NBAD bank statements and wire transfer record for Mariam Appeal account. 

Minutes of the Mariam Appeal (Apr. 14, 1999) (Ex. 4).; Resolution of the committee of the Mariam Appeal {Apr. 
14, 1999). (Ex. 5). A review of the canceled checks from the account at NBAD indicates that at least one other 
person, James McGowan, was an authorized signatory at one point in time. 
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deposit from “one of our clients” (£33,475.21).^^ Galloway identified the Saudi Arabian donor 
as Crown Prince Abdullah bin Abdulaziz al-Saud.^^ 

Both Galloway’s wife, Dr. Amineh Abu-Zayyad, and his friend, Fawaz Zureikat, were 
active in the Mariam Appeal. Dr. Abu-Zayyad served as an officer of the Mariam Appeal and 
was an active participant in Mariam Hamza’s medical care.^® Dr. Abu-Zayyad was compensated 
by the Appeal with an annual salary of £25,000 and had expenses reimbursed from the Appeal’s 
bank accounts. Zureikat was involved in organizing certain activities for the Mariam Appeal 
and, as detailed above, was one of its largest “donors.” 

C. Fawaz Zureikat and Middle East Advanced Semiconductor, Inc. 

Fawaz Zureikat is a Jordanian businessman and long-time confidante of Galloway. In 
fact, Galloway confirmed at the Subcommittee’s hearing that he was the best man at Zureikat’s 
wedding. Zureikat is the President of Middle East Advanced Semiconductors Inc. (“MEASI”). 
As presented below, Zureikat was a central figure in the acquisition and sale of oil that was 
allocated to Galloway and the Mariam Appeal. In particular, Zureikat’ s company MEASI signed 
the contracts related to five allocations that this Report links to Galloway. In connection with 
one of those oil transactions, Zureikat transferred $150,000 to Galloway’s wife. Zureikat also 
transferred at least $446,000 of Oil-for-Food-related funds to Galloway’s political campaign, the 
Mariam Appeal. Zureikat also paid to the Hussein regime more than $1 .6 million in under-the- 
table surcharge payments in direct violation of U.N. sanctions.^^ 

D. Deputy Prime Minister Tariq Aziz 

Tariq Aziz, the former Deputy Prime Minister of Iraq, was at the center of Galloway’s 
efforts to raise funds for the Mariam Appeal. In his interviews with the Subcommittee, Aziz 
recalled that he first met Galloway when he traveled to Iraq with a Greek delegation after having 
attended a conference in Athens in 1992 or 1993.^* Aziz stated that matters regarding Galloway 
fell within his “area of responsibility” since Galloway was a foreign politician friendly to Iraq. 
Aziz recalled that Galloway began to travel regularly to Iraq starting in May 1999 when Aziz 
formed the “Baghdad Conference,” an organization that met twice a year in Baghdad to show 
solidarity with Iraq.^^ Aziz could not recall the total number of visits that Galloway made, but 
stated that he would meet with Galloway whenever he was in Iraq. Aziz stated that Galloway 
would sometimes visit by himself and sometimes he would be accompanied by his wife. Aziz 
indicated that he would invite Galloway and his wife to dinner when they were in Iraq. He stated 
that Galloway would sometimes be accompanied by Fawaz Zureikat, who was a “good friend” of 
Galloway’s. Aziz described Galloway as a “personal friend” and a friend of Iraq. Aziz stated 
that, during their meetings, Aziz and Galloway would discuss politics, the “mood and climate” of 
the British government, and what Galloway “ha[d] done for Iraq.” Aziz stated that Galloway 
“sometimes ask[ed] for funding for his causes” during these meetings. 

Aziz was interviewed by the Subcommittee concerning the Hussein regime’s interactions 
with Galloway. His interview provided a detailed account of the allocations granted to Galloway 
and the Mariam Appeal. In short, Aziz described how Galloway solicited financial support from 


“ Lloyds TSB bank statements for Mariam Appeal account; NBAD bank statements for Mariam Appeal account. 
Witness Statement of George Galloway in Telegraph Lawsuit, at ^ 14. (Ex. 2). 

The Subcommittee contacted Dr. Abu-Zayyad through her representative Sabah Al-Mukhtar. Dr. Abu-Zayyad 
declined a request to be interviewed, but expressed a willingness to respond to written questions. Interrogatories 
were sent to Dr. Abu-Zayyad on October 1 8, 2005. On Monday, October 24, 2005, the Subcommittee received an 
email response from Dr. Abu Zayyad, through her representative Mr. Al-Mukhtar. In that message. Dr. Abu 
Zayyad stated: “I have never solicited or received from Iraq or anyone else any proceeds of any oil deals, either for 
myself or for my former husband.” See Appendix B. 

Letter from Charity Commission for England and Wales to firm of Davenport Lyons (Feb. 1 8, 2004); Lloyds TSB 
bank statements for Mariam Appeal account; NBAD bank statements for Mariam Appeal account. 

The Subcommittee made repeated attempts to contact Mr. Zureikat to conduct an interview regarding the findings 
made in this Report. In particular, the Subcommittee transmitted its request for an interview through U.S, mail, 
facsimile, electronic mail, FedEx and telephone. Mr. Zureikat responded to none of these requests. See Appendix 
B. 

Galloway has stated that his first visit to Iraq was in 1993. Witness Statement of George Galloway in Telegraph 
Lawsuit, at f 32. (Ex, 2), 

Russian Delegation Arrives in Baghdad, RIA Novosti, OcL 14, 2004. 

Tariq Aziz interview (July 7, 2005); Taha Yasin Ramadan interview (Sept. 27, 2005). 
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the Hussein regime for the Mariam Appeal, how the regime provided the requested support 
by granting lucrative oil allocations to Galloway to be executed by Zureikat. 

IV. EVIDENCE OF THE SOLICITATION AND EXECUTION OF OIL ALLOCATIONS 

GRANTED TO GALLOWAY AND THE RESULTING PAYMENTS 

A. Summary of Evidence 

The Subcommittee has obtained extensive evidence establishing that Galloway 
personally solicited and received lucrative oil allocations from the Hussein regime under the Oil- 
for-Food Program. That evidence includes (1) banking records obtained from at least five 
international financial institutions, (2) documents created by senior Iraqi officials and the Iraqi 
Ministry of Oil during the reign of Saddam Hussein, (3) documents created by the Iraqi Ministry 
of Oil after the fall of Saddam Hussein, (4) interviews with senior officials of the Hussein regime 
that were conducted by the Subcommittee, (5) interviews of Hussein regime officials conducted 
by the U.S. Treasury Iraqi Financial Asset Team, and (6) interviews of experienced oil traders 
who were heavily involved in the purchase of Iraqi crude oil under the Program. 

As presented below, the evidence obtained by the Subcommittee establishes that 
Galloway solicited financial assistance from Iraq to fund his political campaign, the Mariam 
Appeal. The evidence will show, however, that Galloway was concerned about the appearance 
of Iraq giving him money. Aziz confirmed that the Hussein regime supported Galloway’s efforts 
“indirectly” - i.e., through oil allocations and through Oil-for-Food contracts for humanitarian 
goods. 

Senior members of the Hussein regime confirmed to the Subcommittee that Galloway 
and his political campaign were granted oil allocations under the Program. For instance, the 
Vice President of Iraq, Taha Yasin Ramadan, told the Subcommittee that Galloway had been 
granted oil allocations “because of his opinions about Iraq” and because Galloway “want[ed] to 
lift the embargo against Iraq.”^^ Ramadan, who was in charge of the committee that distributed 
oil allocations, also stated that Galloway “always spoke out against the sanctions” and Iraq 
wanted to give him money so that he would continue to do so. According to Ramadan, 
Galloway was a “friend of Iraq” and “needed to be compensated for his support.” In short, 
“Galloway needed money to pay for his actions” and “we gave him oil to sell to make the 
money. Iraqi Minister of Oil Amer Rashid also confirmed that Galloway had been granted oil 
allocations: 

Q: Did the Iraqis grant any oil ailocations to George Galloway, the 
member of the British Pariiament?” 

A: Yes.^’ 

The evidence will show that allocations to Galloway were made in the names of others in 
accordance with Galloway’s request that neither he nor his wife’s name be mentioned in 
connection with any commercial transaction.^^ Senior Hussein regime officials made clear that 
Galloway’s allocations appeared under the names of Burhan Al-Chalabi and Fawaz Zureikat, 
two of Galloway’s agents. For instance, Aziz stated: 

The oil allocations we gave to George Galloway were in the name of either 
Chalabi, maybe one or two ailocations, or to Zureikat.^’ 

At another point in the interview, Aziz reiterated that the Hussein regime had granted allocations 
in the name of Chalabi and Zureikat for the benefit of Galloway and his political campaign: 


Tariq Aziz interview (July 7, 2005). 

Taha Yasin Ramadan interview (Apr. J8, 2{K)5). 

Taha Yasin Ramadan interview (Sept. 27, 2005). 

Amer Rashid interview. (Apr. 14, 2005). 

Tariq Aziz interview (July 7, 2005); IIS Letter. (Ex. 6). 
Tariq Aziz interview (July 7, 2005). 
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Q: Was oil ever allocated to another person or entity for the benefit of 
Mr. Galloway? 

A: The oil was allocated in the name of Zureikat and Chalabi, once or 
twice. These oil allocations were for the beneflt of George Galloway and 
for Miriam's Appeal. The proceeds from the sale benefited the cause and 
Mr. Galloway.'’ 

Similarly, Vice President Ramadan also confirmed that Galloway’s allocations were granted in 
the name of Zureikat’s company."^’ The Ir^i Minister of Oil identified Zureikat as “the oil 
lifter” for Galloway. 

In total, the Hussein regime granted Galloway and the Mariam Appeal eight allocations 
totaling 23 million barrels of oil from 1999 through 2003.“*^ The monetization of these oil 
allocations followed a basic pattern: 

1. The Hussein regime would award an allocation of oil in the name of Fawaz 
Zureikat or Burhan Al-Chalabi**^ for the benefit of Galloway and/or the Mariam 
Appeal; 

2. A company (typically Zureikat’s company. Middle East Advanced 
Semiconductors, Inc.) would execute an oil purchase contract with the Iraqi State 
Oil Marketing Organization (SOMO) in an amount equal to the amount of oil 
allocated to Galloway and the Mariam Appeal; 

3. Swiss oil trading company Taurus Petroleum Ltd. would purchase the oil under the 
pertinent contract, and in connection with that purchase, Taurus would transfer a 
sizeable commission payment to Zureikat; 

4. Zureikat would forward a substantia! portion of the commission to the Mariam 
Appeal and, in one transaction, approximately $150,000 to Galloway’s wife, Dr. 
Amineh Abu-Zayyad; and 

5. Zureikat would also pay improper under-the-table surcharges to the Hussein 
regime. 

The following table summarizes the eight allocations granted to Galloway and the Mariam 
Appeal, as well as the oil purchase transactions that resulted from those allocations: 


Id. 

Taha Yasin Ramadan interview (Sept. 27, 2005). 

Amer Rashid interview. (May 16, 2005). 

in the Subcommittee’s previous report concerning oil allocations granted to Gaiioway, the Subcommittee 
presented evidence that Galloway received oil allocations for 20 million barrels of oil. Since the publication of 
that report, the Subcommittee has obtained additional evidence concerning the allocations granted to Galloway, 
including evidence that the Phase VII allocation in the name of Burhan Al-Chaiabi was for the benefit of 
Galloway. 

The Subcommittee made repeated attempts to contact Dr. Chalabi to conduct an interview regarding the findings 
made in this Report. In particular, the Subcommittee transmitted its request for an interview to Dr. Chalabi 
through U.S. mail, Federal Express and multiple telephone messages. Dr, Chalabi responded to none of these 
requests. See Appendix B. 
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B. September 1999: The ‘‘Big Ben to Baghdad” Bus Tour 

The starting point concerning Galloway’s allocations is September 1999. On September 
6, 1999, Galloway and a delegation left London in a red double-decker bus on the “Big Ben to 
Baghdad” tour, which would ultimately travel through France, Spain, Morocco, Algeria, Tunisia, 
Libya, Egypt, and Jordan before reaching Iraq two months later. According to Galloway, the 
delegation consisted of “an eclectic bunch of labour activists, ex-student radicals, musicians, 
bus-drivers, vegetarians - and a professional pall-bearer.” The bus tour was funded by “the ruler 
of the UAE, Sheikh Zayed.”*^^ On October 12, 1999, the Iraqi Presidential Council tasked Tariq 
Aziz to greet the “solidarity bus” upon its arrival in Baghdad. Aziz was directed to organize a 
greeting party composed of the Office of Foreign Relations, the Organization of Friendship, 
Peace, and Solidarity, the Iraq Red Crescent Society, and several other organizations.'*^ The bus 
tour reached Iraq on November 6, 1999, and Galloway met with Tariq Aziz the following day. 
On November 8-9, Galloway addressed the National Assembly of Iraq, as well as a rally in 
Baghdad, and took a bus tour of the Karkh area of Baghdad. Two days later, on November II, 
Galloway met with Tariq Aziz for a second time and met with Minister of Foreign Affairs 
Muhammed Saeed al-Sahaf.'*^ Galloway’s meetings with Aziz during this particular visit to Iraq 
are significant because, as explained below, it was likely during those meetings that Galloway 
first solicited financial assistance from Iraq to fund his political activities. 


Witness Statement of George Galloway in Telegraph Lawsuit, at f 55. (Ex. 2). 

Letter from Presidential Council to Tariq Aziz (Oct. 12, 1999). It appears as though the idea of a large gathering 
to greet the bus upon its arrival originated with Galloway. Telegram from London office of Ministry of Foreign 
Affairs (Oct. U, 1999). 

BBC Summary of World Broadcasts, Nov. 15, 1999; BBC Worldwide Monitoring, Nov. 6, 1999; BBC Summary 
of World Broadcasts, Nov. 9, 1999; BBC Summary of World Broadcasts, Nov. 10, 1999; BBC Summary of World 
Broadcasts, Nov. II, 1999; BBC Summary of World Broadcasts, Nov. 13, 1999. 
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C. November 1999: Galloway Personally Solicits OU Allocations from the Hussein Regime 

Tariq Aziz could not recall the exact date on which Galloway first requested financial 
support for his activities. Aziz did recall that the request occurred during one of Galloway’s trips 
to Iraq for which Aziz had arranged a large gathering to greet him upon his arrival. As detailed 
above, Aziz had indeed organized a large gathering of officials to greet Galloway upon the 
arrival of the “Big Ben to Baghdad” bus tour, which arrived in Iraq on November 6, 1999 after 
having traveled through several countries in Europe and the Middle East. Aziz recalled that 
Galloway requested the Iraqi government to provide financial support for the Mariam Appeal in 
order to defray the expenses associated with conducting the campaign. Aziz recalls that 
Galloway informed him that he had also requested financial support from the governments of the 
other countries through which his procession had passed on the way to Iraq."^^ Aziz’s 
recollection that Galloway had mentioned efforts to raise funds from other countries through 
which his “procession” traveled suggests that Aziz was referring to the bus tour. 

Aziz explained that Iraq granted Galloway oil allocations for the purpose of funding his 
activities with the Mariam Appeal. Aziz’s recollection was that Galloway was allocated about 
three million barrels of oil for each phase of the Program. The allocations were granted in the 
name of either Fawaz Zureikat or, on one or two occasions, to Burhan Chalabi, a second person 
who acted on Galloway’s behalf. According to Aziz, Zureikat (or Chalabi) would sign the 
necessary contracts to complete the transaction, and the profits would be sent to the Mariam’s 
Appeal. Aziz estimated that the profit margin was between 10-15 cents per barrel. At some later 
point, Galloway asked Aziz to raise his oil allocation because he needed to raise more money for 
his activities. Aziz recalled that Galloway’s oil allocation may have been raised, but not by very 
much.*^^ 


D. Late November 1999: Galloway Has Detailed Discussion with an Oil Trader in Baghdad 

As noted above, the discussions between Tariq Aziz and Galloway concerning Iraqi 
financial support for the Mariam Appeal occurred in November 1999, after Galloway’s arrival in 
Iraq on the Big Ben to Baghdad bus tour. Around the same time that Galloway had a discussion 
with Aziz, he also engaged in a detailed conversation with an oil trader about oil allocations. 
The oil trader in question, who will be called “Oil Trader #1” throughout this Report, was 
interviewed at length by the Subcommittee about his conversation with Galloway.^® 

Oil Trader #1 informed the Subcommittee that, at the time of their conversation in late 
1999, it was clear that Galloway either had already been awarded an allocation of oil, or was 
going to receive one in the immediate future, saying: “[Galloway] had something in hand - he 
was going to have or already had Oil Trader #1 also stated that he and Galloway engaged 
in an in-depth discussion about the “modus operandi” of how oil allocations were turned into 
money. Oil Trader #1 emphasized to the Subcommittee that, toward the end of their 
conversation, “[Galloway] told me that, if he were to obtain an oil allocation, he would contact 
us directly or indirectly.” Oil Trader #1 also advised Galloway to request from Aziz “the highest 
amount of allocation.” A complete account of the conversation between Oil Trader #1 and 
Galloway is presented in Appendix D to this Report. 

E. December 1999-June 2000: Galloway is Awarded an Oil Allocation and Requests More 

Assistance 

According to documents obtained by the Subcommittee, on December 26, 1999, a 
meeting took place between Galloway, Zureikat, and an unn^ed officer of the Iraqi Intelligence 


Tariq Aziz interview (July 7, 2005). 

Tariq Aziz interview (July 7, 2005); Taha Yasin Ramadan interview (Sept. 27, 2005). 

Oil Trader #1 requested confidential treatment of his identity because he feared retaliation, including serious 
bodily harm, for his cooperation with the Subcommittee's investigation. In light of the genuine and reasonable 
concern for his safety, the Subcommittee staff has elected to honor his request and keep his identity confidential. 
In doing so, it should be noted that the use of confidential sources and informants is well-rooted in the 
Subcommittee’s history. See, e.g., S. Hrg. “Medicare Fraud Prevention: Improving the Medicare Enrollment 
Process” (Jan. 29, 1998); S. Hrg, “The Safety of Food Imports (Part 3): Fraud & Deception in the Food Import 
Process” (Sept. 10, 1998); S. Hrg, “Federal Government Security Clearance Programs” (April 16-25, 1985). 

When asked what he meant by the word “it,” Oil Trader #1 confirmed that he was referring to an allocation of 
Iraqi crude oil. 
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Service (IIS)/^ The details of the meeting were documented in a letter dated January 3, 2000, 
written by the head of the IIS and addressed to the Iraqi President’s Office (“IIS Letter”). The 
ns Letter and a series of documents attached to it were discovered in the abandoned Iraqi 
Ministry of Foreign Affairs shortly after the commencement of Operation Iraqi Freedom.^'^ 
According to the IIS Letter, Galloway explained at that meeting that his campaign against U.N. 
sanctions required funding and that special arr^gements should be made on his behalf under the 
auspices of the Oil-for-Food Program. Specifically, Galloway requested an increase in the 
volume of his oil allocation and special access rights to contracts for humanitarian goods. 

1. Tariq Aziz Authenticates the 
IIS Letter 

Tariq Aziz was shown the IIS 
Letter during his interview. Aziz stated 
that he recognized the IIS Letter and 
recalled seeing it in the past.^^ Aziz stated 
that he was familiar with the IIS Letter 
because he had been responsible for 
supervising Galloway’s affairs. Aziz also 
confirmed that the format of the IIS Letter 
was the same format that had been used by 
the ns. The IIS Letter describes 
Galloway’s intention to organize a series 
of events to support the “Iraqi position.” 

It stated that Galloway planned to arrange 
visits for Iraqi sports and arts delegations 
to Britain, to “start broadcasting programs for the benefit of Iraq,” to “locate Iraq On Line for the 
benefit of Iraq on the internet,” and to “mobilize British personalities to support the Iraqi 
position.” These plans, however, needed “great” and “continuous” financial support from Iraq. 
The IIS Letter states that Galloway explained that the financial support given by Sheikh Zayid 
“is limited and volatile because it depends on his personal temper and the economic and political 
changes. Aziz confirmed to the Subcommittee that Sheikh Zayid was a supporter of many 
Arab and humanitarian causes, and that he had supported the Mariam Appeal through 
Galloway.^^ 

The IIS Letter notes that Galloway had already obtained an allocation of three million 
barrels per phase through Tariq Aziz. According to the IIS Letter, Galloway had also obtained 
“a limited number of food contracts with the Ministry of Trade,” but that the percentage of profit 
on those contracts was only one percent. For those reasons, according to the IIS Letter, 
Galloway requested that his “share of oil” be increased. 

The IIS Letter also indicates that Galloway requested to be granted “exceptional and 
contractual facilities ... with the Ministry of Trade, the Ministry of Transport and 
Communications, the Ministry of Industry and the Electricity Commission.” The effort to solicit 
contracts for humanitarian goods, as detailed in the IIS Letter, appears to have been successful. 
Indeed, Zureikat’s company. Middle East Advanced Semiconductors, Inc. was awarded at least 
seven contracts for humanitarian goods worth over $22 million. The contracts were for goods 
such as milk, detergent, toilet soap, and vegetable ghee.^* This evidence is corroborative of 


The mscovery of the lis letter and other documents at 
THE Mjnistry OF Foreign affairs: 

On Saturday, April 19, 2003, David Biair, a foreign 
correspondent for The Daily Telegraph, was in Bagdad 
r^Mrtmg on the post-war situation. Blair, accompanied by an 
interpreter, entered the abandoned Ministry of Foreign Affairs 
with the hope of finding documents relating to British Prime 
Minister Tony Blair. After some Initial exploration, Blair 
discovered a room filled with filing boxes stacked on the floor 
and on metal shelves. Blair estimated that there were over 200 
such boxes in the room. Each box was marked with a small label 
written in Arabic. Blair’s translator went through the boxes and 
read the labels aloud. Many of the boxes were labeled by 
country, and eventually the translator came across two boxes 
labeled ”Britain” and one box labeled “Britain and France.” 
Blair and bis translator took the three boxes and a few loose 
binders and returned to Blair’s hotel room, in those boxes Blair 
and his translator eventually discovered the IIS Letter and 
several other key documents that arc discussed in this Report. 


It is unclear whether either Galloway or Zureikat knew at the time that the person they were meeting with was an 
IIS officer. 

Letter from Chief of the Iraqi Intelligence Service to the President’s Office (Jan. 3, 2000) (Ex. 6); The head of the 
IIS in January 2000 was Tahir Jalil Habbush al-Tikriti. Tariq Aziz interview (July 7, 2005); Taha Yasin Ramadan 
interview (Sept, 27, 2005). 

First Witness Statement of David Joseph Blair from the Telegraph Lawsuit for a full description of tlie 
circumstances surrounding the discovery of the documents. (Ex. 7). See Appendix C for an explanation of tlie 
differences between the documents discovered in the Ministry of Foreign Affairs and the documents published by 
The Christian Science Monitor on April 25, 2003, which |MX)ved to be forgeries. 

Tariq Aziz interview (July 7, 2005). 

IIS letter. (Ex. 6). 

Tariq Aziz interview (July 7, 2005). 

Table 6 “Humanitarian Goods and Oil Spares Purchases By Vendor and Goods Category For Central & Southern 
Regions of Iraq,” published by the IIC (Oct. 21, 2004), p. 92. 
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Aziz’s recollection that Zureikat received contracts under the Program to import certain 
humanitarian goods, such as milk.^^ Most importantly, all of the contracts executed by 
Zureikat’s company were awarded after die requ^ts by Galloway were made to the IIS officer 
(as detailed in the IIS Letter) and after the Committee of Four recommended that the requests be 
granted.^^ Notably, prior to Phase IX, Zureikat’s company had been awarded no contracts by 
Iraq under the Oil-for-Food Program. 

The IIS Letter recommends that Galloway’s requests be granted, but notes that all such 
efforts should be coordinated with Tariq Aziz.^' 

2. Galloway Names Zureikat as His “Representative in Baghdad” 

The IIS Letter had three attachments, one of which was a letter written on Galloway’s 
House of Commons letterhead. The letter, addressed “To Whom It May Concern,” named 
Zureikat as Galloway’s “representative in Baghdad on all matters concerning my work with the 
‘Mariam Appeal’ or the Emergency Committee in Iraq.” Galloway further stated in that letter 
that “it would be appreciated if all co-operation could be extended to him [Zureikat] in his 
dealings on my behalf’ and that “Save for any written permissions from me, no other person 
should be entertained as acting on my behalf in any circumstances.” Galloway signed the letter 
as the Chairman of the Mariam Appeal and as the Organizer of the Emergency Committee on 
Iraq.^^ Galloway has confirmed the authenticity of the “To Whom It May Concern” letter and 
that he had appointed Zureikat as his representative in Baghdad on all matters related to the 
Mariam Appeal. 

Aziz was not sure whether or not he had received or reviewed the “To Whom It May 
Concern” letter, but was “well aware” that Zureikat was Galloway’s representative in Iraq. Aziz 
knew that Galloway and Zureikat were good friends, and stated that it was natural that Galloway 
would choose a good businessman to represent him in Iraq. Aziz stated that Galloway, because 
he was a well-known political figure in Britain, could not run a business in Iraq. Vice President 
Ramadan also stated that Zureikat was “the person who handled Galloway's business for him 
here in Iraq.”^^ 

The other two attachments to the IIS Letter were two “information cards” identifying 
Zureikat and Chalabi. The first “information card” described Zureikat, his background, and his 
commercial interests in Iraq and Jordan. The card identified Zureikat as being from a Ba’athist 
family in Jordan and as the proprietor of the “Middle East for Semi Conductors Company. 
The second “information card” related to Dr. Burhan Mahmoud Chalabi, who was identified by 
Galloway in the IIS Letter as being involved in Galloway’s activities. Specifically, Galloway 
indicated that he had entered into a partnership with Chalabi to sign for his oil contracts, and 
noted that Chalabi had experience in oil trading and had made “financial contribution to 
campaigns that were organized in Britain for the benefit of the country . . The information card 
identifies Chalabi as a British businessman of Iraqi origin.®*’ Chalabi plays a significant role in 
Galloway’s allocation in Phase VII, which is discussed in detail below. 

3. Galloway Asks that Neither His Nor His Wife’s Name Be Mentioned in Connection with 
the Oil Allocations or Other Commercial Transactions 

According to Tariq Aziz, Galloway was concerned about the appearance of taking money 
directly from the Iraqi government.®^ Galloway specifically expressed that concern to Aziz. 
When asked why Galloway was concerned about receiving money directly from Iraq, Aziz 
answered that it was because Galloway was a “well-known politician” and therefore did not want 


Tariq Aziz interview (July 7, 2005). 

Table 4 “Humanitarian Goods and Oil Spares Purchases by Vendor & Vendor Country per Phase for Central & 
Southern Regions of Iraq (Sorted by Vendor),” published by the IlC (Oct. 2 1 , 2004), p. 32. 

IIS letter. (Ex. 6). 

Letter from Galloway to “To Whom It May Concern” (undated). (Ex. 8). 

Galloway’s response to Subcommittee’s inleirogatories. (Ex. 1). 

Tariq Aziz interview (July 7, 2005); Taha Yasin Ramadan interview (Sept. 27, 2005). 

“Appendix No. 1” to IIS letter, entitled ‘infonnation Card of the Jordanian Fawaz Abdullah Zureiqat.” (Ex. 9). 

IIS letter. (Ex. 6); “Appendix No. 2” to IIS letter, entitled “Information Card of Dr. Burhan Mahmoud Al- 
Chalabi, the British Citizen of Iraqi Origin.” (Ex. 10). 

Tariq Aziz interview (July 5, 2005). 
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either his or his wife’s name mentioned. If Galloway’s tmme was made public for taking money 
from Iraq, then there would have been problems for him politically.^^ 

Galloway’s concern regarding his or his wife’s name being cormected to money received 
directly from Iraq is reflected in the IIS Letter. The IIS Letter states that because of the 
sensitivity of getting money directly from Iraq it is necessary to grant him oil contracts and 
special and exceptional commercial opportunities to provide him with a financial income under 
commercial cover without being connected to him directly.”^^ The IIS Letter also notes that 
Galloway, in his “To Whom It May Concern” letter, specifically omits any reference to the 
“commercial side of the authorization” granted to Zureikat “for reasons concerning his personal 
security and political future and not to give an opportunity to enemies of Iraq to obstruct the 
future projects he intended to carry out.”^® 

According to Aziz, the solution to the problem of funding Galloway's efforts without 
evidence of direct transfers of money was to support Galloway “indirectly” by giving him oil. 
Aziz noted that others, such as Sheikh Zayid, were able to finance Galloway directly with 
money, while the Iraqi government could finance him only indirectly with oil.’’ 

Despite Galloway’s efforts to keep his and his wife’s name from appearing in the 
transactions involving oil allocations, Galloway’s name, as described below, appears on several 
Hussein regime documents recovered from the Iraqi State Oil Marketing Organization (SOMO). 
As noted later in this Report, those documents have been authenticated by the Hussein-era 
Minister of Oil, Amer Rashid.’^ 

4. May 2000: The “Committee of Four” Reviews the IIS Letter and Recommends to 
Saddam Hussein that Galloway’s Requests be Approved 

Separate and apart from the regular Oil-for-Food committee that managed the operations 
of the Oil-for-Food Program was a special committee formed by Hussein. The special 
committee, known as the “Committee of Four,” was composed of four senior Iraqi officials - 
Izzat Ibrahim, the Vice Chairman of the Revolutionary Command Council; Taha Yasin 
Ramadan, Vice President; Tariq Aziz, Deputy Prime Minister; and Ali Hasan al-Majid, 
Presidential Advisor. According to Ramadan, the Committee of Four was formed by Hussein to 
act as a “skeleton government” in the event of an emergency or when the entire cabinet could not 
be formed. Regular meetings of the Committee were held at Izzat Ibrahim’s office at the Adnan 
Palace in Baghdad. The Committee expressed its opinions on matters referred to it by Hussein 
through his secretary, Dr. Abdid Hamid.’^ 

By letter dated May 2, 2000, the Abdid Hamid forwarded the IIS Letter to the Committee 
of Four to be studied. According to Aziz, the Committee met and discussed the IIS Letter as 
instructed.’^ The result of the meeting of the Committee of Four was a two-page reply letter to 
the President’s Office from the Committee under Izzat Ibrahim’s signature.’^ The letter, dated 
May 6, 2000 under the subject heading “Mariam Campaign,” informed Saddam Hussein that the 
Committee had studied the IIS Letter and (1) recommended continued cooperation with 
Galloway in connection with oil contracts and other commercial contracts, (2) advised against 
engaging the IIS (the “Mukhabarat”) in the relationship with Galloway since he is a “well known 


^Ud. 

letter, K 1(b). (Ex. 6). 
ns letter, 1 2(a). (Ex. 6). 

Tariq Aziz interview (July 7, 2005). 

For instance, Rashid authenticated a letter from SOMO to him indicating that allocation for Contract M/09/23 had 
been granted to Galloway and the Mariam Appeal. See Letter from Saddam Zeben Hassan to H.E. the Oil 
Minister (January 15, 2001). Rashid also authenticated a SOMO letter to him indicating that the allocation for 
Contract M/ll/04 had been granted to Galloway. .See Letter from Ali Rajab Hassan to H.E. Oil Minister (Dec, 19, 
2001). In addition, Rashid authenticated a SOMO letter to him indicating that the allocation for Contract M/12/14 
had been awarded to Galloway. See Letter from Ali Rajab Hassan to the Oil Minister (June 4, 2002), Each of 
these letters is analyzed in detail in Section IV below. 

Tariq Aziz interview' (July 7, 2005); Taha Yasin Ramadan interview (Sept. 27, 2005); Ali Hasan al-Majid referred 
to the committee as the “Group of Four.” Ali H^an interview (Oct. 6, 2005). 

Letter from the President’s Office to Ibrahim, Ramadan, Aziz, and Al-Majid (May 2, 2000). (Ex. 1 1). 

” Tariq Aziz interview (July 7, 2005). 

Letter from Izzat Ibrahim to the President’s Office (May 6, 2000). (Ex. 12). 
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politician” and the discovery of a relationship with the IIS ‘Hvould damage him very much,” and 
(3) stated that the Ministry of Foreign Affairs must in the ftiture cooperate with Aziz on matters 
relating to people and organizations that request financial support from Iraq in return for 
initiatives to support the Iraqi position. Aziz confirmed that the three recommendations in the 
Ibrahim letter accurately reflect the conclusions of the Committee. When asked whether he 
personally agreed with the recommendations, Aziz responded that he was the person who had 
made the recommendations, so “of course” he agreed with them.^^ 

Although Vice President Ramadan could not recall whether he had seen this two-page 
letter, he confirmed that the facts stated in the document were indeed true. For instance, he 
recalled that the Committee recommended that the IIS stay out of Galloway’s business. 
Ramadan also confirmed that Aziz nominated Galloway to receive oil allocations and that 
Galloway was allocated three million barrels for each phase of the Program. Since the U.N. did 
not allow oil to be allocated to an individual, according to Ramadan, Iraq allocated the oil to 
Zureikat’s company. Although Ramadan had never met or spoken to Galloway, he knew of him 
because of Galloway’s trips to Iraq. Ramadan stated that Galloway “always spoke out against 
the sanctions” and Iraq wanted to give him money so that he would continue to do so. 
According to Ramadan, Galloway was a “friend of Iraq” and “needed to be compensated for his 
support.” In short, “Galloway needed money to pay for his actions” and “we gave him oil to sell 
to make the money.”^^ 

Ali Hasan al-Majid stated that the two-page letter from Izzat Ibrahim listing the 
Committee’s recommendations about Galloway was “genuine without a doubt.” Although 
Hasan did not attend that particular meeting of the Committee, his recollection is that the 
Minister of the Exterior attended that meeting and briefed Ibrahim about the issues relating to 
Galloway. Hasan’s understanding is that the Committee discussed Galloway’s request for funds 
as well as the obstacles that the Iraqi leadership had in meeting Galloway’s request/'^ 

F. SOMO Documents Corroborate Phase VH Allocation to Galloway 

The documents presented above - along with the testimony of Tariq Aziz, Taha Yasin 
Ramadan, and Ali Hasan al-Majid - indicate that (i) Galloway sought and was awarded an 
allocation of three million barrels of oil in December 1999 for Phase VTI of the Program, (ii) that 
allocation was granted in the name of either Chalabi or Zureikat, (iii) that, in early 2000, 
Galloway requested an increase in his allocation, and (iv) that the Hussein regime granted 
Galloway’s request and increased his allocation by a small amount. Those facts are thoroughly 
corroborated by a series of SOMO documents that were obtained by the Subcommittee. The 
SOMO documents, which include internal charts and correspondence, are examined below. 

1. Galloway Awarded Allocation of Three Million Barrels in the Name of Chalabi 

On December 13, 1999, SOMO prepared a table reflecting the allocations that had been 
granted in the previous two phases of the Program and the anticipated allocations for the 
upcoming period Phase VII.^'^ That chart was initially presented in the IIC Report as part of the 
lie’s evidence that U.N. senior official Benon Sevan had been granted oil allocations.*^’ Like the 
entry for Benon Sevan, the chart includes an allocation of three million barrels of oil granted in 
the name of Burhan Al-Chalabi. 

This allocation ultimately resulted in an oil contract. On December 29, 1999, SOMO 
executed Contract M/07/83 with a Finnish company called Fortum Oil and Gas-OY for three 
million barrels of oil in Phase VII of the Program.*^ In keeping with its procedures, SOMO 
Executive Director Saddam Zeben H^san wrote to the Minister of Oil requesting his approval of 
Contract M/07/83. SOMO’s letter indicates that the oil for this contract had been allocated in 


Tariq Aziz interview (July 7, 2005). 

Taha Yasin Ramadan interview (Sept. 27, 2005). 

Ali Hasan interview (Oct. 6, 2005}. 

Statement of Allocations in the Phase Subsequent to Phase Six (Special Requests) (Dec. 13, 1999) (excerpt). (Ex. 

13). 

lie Report at 142-143 (presenting and analyzing Ministry of Oil table dated December 13, 1999). 

SOMO Crude Oil Sales Contract No. M/07/83. (Ex, 14). Because oil contracts under the Oil-for-Food Program 
contain standard language, the Subcommittee has iiKluded toe entire contract for M^07/83. but will include only 
the cover and signature pages of subsequent contracts. 

Letter from Saddam Zeben Hassan to The Minister of Oil (Dec. 31, 1999). (Ex. 15). 
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Chalabi’s name, by describing the “Name of Company Buyer” as “Fortum Oil and Gas-OY 
(Burhan Al-Chalabi).” Subsequent SOMO documents make clear that this allocation, while 
nominally awarded to Chalabi, was actually granted to Galloway. 

2. Galloway Asks for and Receives an Increase in His Oil Allocation 

The evidence obtained by the Subcommittee indicates that Galloway asked for an 
increase in the volume of his oil allocations in December 1999.®“* That request was granted, and 
as recalled by Tariq Aziz, Galloway’s allocation was increased slightly, “but not very much.”*^^ 
In fact, the evidence obtained by the Subcommittee indicates that Galloway’s allocation was 
raised by only one million barrels. This increase - and the connection of this allocation to 
Galloway - is reflected in a table compiled by SOMO in June 2000. 

To assist in the planning of allocations for Phase VUI, SOMO prepared a table 
summarizing all allocations granted in Phase VI and Phase The chart, which was created 

on June 1 , 2000 and was entitled “Statement of Allocations for the Phase Subsequent to Phase 
Seven,” also includes proposed allocations for Phase VIII. The chart includes an entry for 
“Burhan Al-Chaiabi + (Gdloway + Fawaz Zureikat).” In addition, the table indicates that the 
allocation had recently been increased to 4 million barrels. A comment in the “Remarks” 
column of the table indicates that the allocation “has been increased by (1) million recently.” 
The relevant part of this SOMO table is reproduced below, as Figure 1 . 


IIS Letter. (Ex. 6).; Tariq Aziz interview (July 7, 2{K)5). 
Tariq Aziz interview (July 7, 2005). 

SOMO Table (June 1, 2000). (Ex. 16). 
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Figure !. Excerpt of SOMO Table reflecting a 4 miflion-barr^ allocation for Phase VI! to Galloway in the name of Burhan 
Al-Chalabi (English translation and Arabic ordinal) 
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This SOMO chart reflects that this allocation was increased by one million barrels in 
early summer 2000. This is entirely consistent with the evidence ~ such as Aziz’s statements and 
the IIS Letter - that the Committee of Four granted Galloway’s request for an increase of his 
allocation in early 2000. Moreover, this evidence is also consistent with the documents 
reflecting that Contract M/07/83 - the contract to purchase the Chalabi-Galloway-Zureikat 
allocation - was amended in early 2000 to increase the volume of oil by one million barrels.*^ 
All told, these documents provide substantial evidence that Galloway was granted an allocation 
of 4 million barrels of oil in Phase VII of the Program. 


3. Zureikat Receives $70,000 in Connection with M/07/83 

Pursuant to Contract M/07/83, nearly 3.9 million barrels of Iraqi crude oil were lifted 
over five shipments from February 2000 tlu’ough June 2000.*^ In connection with its purchase of 
Iraqi crude oil under the Oil-for-Food Program, Fortum Oil and Gas Oy (currently Neste Oil Oyj 
following its de-merger from Fortum Oyj) retained Dr. Burhan Al-Chalabi to act as its agent, and 
executed a formal, binding agency agreement with Chalabi.^^ After Fortum Oil and Gas 


Letter from Rodney A. Gavshon to Dr. Alexander V. Kran^r, Oil Overseer (Apr. 20, 2000); Letter from SOMO to 
The U.N. Oil Overseers (Apr. 20, 2000); Letter from The Oil Overseers to Fortum Oil & Gas OY (Apr. 26, 2000) 
(Ex. 17) (composite). 

“ SOMO Commercial Invoice Nos. 034/2000, B/58/2000, B,'8I/2000, C/79/2000, C/146/2000 (Ex, 18) 
(composite). 

Neste Oil Oyj Interview (Oct. 2 1 , 2005). 
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acquired Iraqi crude oil pursuant to Contract M/07/83, which was approved by the U.N., Chalabi 
issued a formal invoice to Fortum Oil Gas for an agreed-upon commission of 12 cents per 
barrel of oil. Fortum Oil and Gas paid the outstanding balance reflected in the invoice of more 
than $1 19,000 in June 2000. That payment, pumuant to the terms of the agency agreement, was 
made to an account in the name of Delta Services Ltd. at Lloyds TSB Bank Plc.^'^ 

Soon after Fortum’s payment to Delta Services Ltd., on July 3, 2000, Delta Services Ltd. 
forwarded $70,000 to Fawaz Zureikai’s account at Citibank.^* This wire transfer, which incurred 
fees of $25, is reflected on Zurelkat’s Citibank Statement of Account as an incoming transfer of 

$69,975.^^ 

G. The Phase VIII Allocation 

As presented above, SOMO created a chart on June 1, 2000, indicating that Galloway 
received an allocation of four million barrels in Phase VII. SOMO updated that chart two weeks 
later, on June 14, 2000, and the entry for the Chaiabi-Galloway-Zureikat allocation was listed 
under the single name of “Fawaz Zureikat”^^ Notably, this updated chart indicated for the first 
time that Galloway had been granted an allocation in Phase VIII of the Program. Galloway, 
according to the June 14 table, had been granted an allotment of four million barrels under the 
name of Fawaz Zureikat. 

The timing of this allocation - at the beginning of Phase VIII, which fell in the summer 
of 2000 - is critical, because it is entirely consistent with statements of two oil traders who 
negotiated for Galloway’s Phase VIII allocation in the summer of 2000. Both of these oil dealers 
informed the Subcommittee that they negotiated with Zureikat for an allocation in Phase VIII, 
and in doing so, they understood that they were in fact negotiating for an allocation that had been 
granted to Galloway. One of the oil traders is Oil Trader #1, the individual that discussed oil 
allocations with Galloway in late 1999. The other witness is Oil Trader #1’$ consultant, who 
provided a written statement to the Subcommittee and, per his request, will be called Oil Trader 
#2 to protect his identity.^*^ 

Oil Trader #1 and Oil Trader #2 provided detailed accounts of their negotiation with 
Zureikat.'’^ Oil Trader #1 recalled that, at the outset of the meeting, it was declared openly that 
the allocation under negotiation had been granted to Galloway and that Zureikat was 


^Id. 

Citibank wire transfer confirmation (July 3, 2000) (refiecting wire transfer of $69,975 from Lloyds TSB Bank Pic 
account in the name of Della Services Ltd. to Citibank account of Mr. Fawaz Zureikat). (Ex. 19). The 
Subcommittee has attempted to redact all individual account information from banking records that are included in 
this report as exhibits. 

Citibank Statement of Account, January 1, 2000 - September 5, 2005 (the “Citibank Statement”), page 1, Citibank 
OFF - 00000 1 (reflecting “Incoming Telex Transfe” [w] of $69,975 on July 4, 2000). (Ex. 20). 

” SOMO Chart entitled “Statement of Allocations for the Phase Subsequent to Phase Seven” (June 14, 2000). (Ex. 
21). This SOMO table was initially introduced in the IIC Report as part of the IIC’s evidence that U.N. senior 
official Benon Sevan received oil allocations. See IIC Report at 145 (presenting and analyzing Ministry of Oil 
table dated June 14, 2000). 

Oil Trader #2 requested confidential treatment of his identity because he feared retaliation, including serious 
bodily harm. Despite his legitimate concerns for his personal safety, Oil Trader #2 agreed to cooperate with the 
Subcommittee's investigation, and provided a signed Witness Statement that detailed his testimony. Oil Trader #2 
stated the following in bis Witness Statement; 

In submitting this statement. I affirm that (i) I am making this statement voluntarily, (ii) I have 
never been and am not currently confined by or in the custody of any government, including the 
United States of America or Iraq, (iii) I was not promised anything in exchange for this 
testimony, and I have not received anything of value in exchange for this testimony, (iv) I have 
not been coerced or otherwise threatened and am not making this statement under duress, and (v) 
everything stated herein is true and accurate and presented to the best of my knowledge. I have 
requested confidential treatment of my idendty - including the redaction of my name from this 
witness statement - because I fear that the disclosure of my identity will expose me to serious 
bodily harm. 

In light of the genuine and reasonable concern for his safety, the Subcommittee staff has elected to honor his 
request and keep his identity confidential by redacting his name, initials and other identifying information from his 
Witness Statement. A redacted version of Oil Trader #2’s Witness Statement is attached to this Report, and will 
be cited as “Oil Trader #2 Witness Statement.” (Ex. 22). 

For a complete description of the negotiation between Zureikat and Oil Trader #land Oil Trader #2, see Appendix 
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representing Galloway.^^ Oil Trader #2 indicated on at least four different occasions that he 
knew that Zureikat represented Galloway in the negotiation over the allocation. 

Both Oil Trader #1 and Oil Trader #2 recalled that the negotiation focused on the amount 
of the commission that Zureikat would receive.^* Zureikat told Oil Trader #1 and Oil Trader #2 
that he needed to communicate with his client to get approval.^ Oil Trader #2 stated that: “I 
understood that, in referring to his client, Mr. Zureikat meant Mr. Galloway. Similarly, Oil 
Trader explained that he understood he was “negotiating witli Galloway, not Fawaz 
Zureikat.”’^^ Ultimately, however, the negotiations failed, and no deal between Oil Trader #1 
and Zureikat was ever completed. 

1. Taurus Petroleum Lifts the Oil Allocated to Galloway 

Although Oil Trader #rs company failed to purchase Galloway’s allocation, its 
competitor Taurus Petroleum ultimately purebred that oil. In connection with those purchases, 
Taurus made substantial payments to Zureikat, and Zureikat in turn forwarded significant 
portions of those payments to Galloway’s wife and to the Mariam Appeal. Zureikat also paid 
significant surcharges in connection with this allocation. Those transactions are examined in 
detail below. 

On July 10, 2000, SOMO executed a contract with Aredio Petroleum for the sale of four 
million barrels of oil.'^^ This contract with Aredio was numbered M/08/35. Shortly thereafter, 
SOMO wrote its customary letter to the Minister of Oil, requesting his approval of the 
contract. SOMO described Contract M/8/35 to the Oil Minister as “the contract signed with 
Aredio Petroleum Company (Fawaz Zureikat).” Another SOMO document links the Phase VIII 
Aredio contract with Zureikat. That document, a chart created in September 2000 and entitled 
“Table of Proposed Quantities for September 2000,” lists Phase VIII oil contracts to be lifted in 
September 2000. One entry on the chart states “Aredio (Zureikat),” and indicates an allocation 
of four million barrels. 

As noted above, the name in parentheses next to the purchasing company on SOMO 
documents typically indicates the recipient of the allocation. With respect to Galloway, 
however, Tariq Aziz confirmed that allocations would be granted for the benefit of Galloway, 
but in the name of Chalabi (as in Phase VII) or Zureikat: 

The oil allocations we gave to George Galloway were in the name of either 
Chalabi, maybe one or two allocations, or to Zureikat. These allocations 
were about three million barrels each phase. 

In his interview, Aziz reaffirmed his statement that Galloway’s allocations would appear “in the 
name of Zureikat.” For example, in response to the question “Was oil ever allocated to another 
person or entity for the benefit of Mr. Galloway?” Aziz responded; 

The oil was allocated in the name of Zureikat and Chalabi, once or twice. 

These oil allocations were for the benefit of George Galloway and for 
Miriam’s Appeal. 


Oi! Trader #1 interview (Aug. 3 1 , 2005). 

Oii Trader #2 Witness Statement at f 4 (stating “I knew that the individual that Mr. Zureikat represented was a 
British official named George Galloway”), % 7 (stating “I understood that, in referring to his client, Mr. Zureikat 
meant Mr. Galloway”), f 8 (slating “Once again, I understood that, in referring to his client, Mr. Zureikat meant 
Mr. Galloway”), f 9 (referring to “Mr. Zureikat and his client, Mr. Galloway”). (Ex. 22). 

Oi! Trader #I interview (Aug. 31, 2005); Oil Trader #2 Witness Statement atf 7. (Ex. 22). 

Oil Trader #2 Witness Statement at f 7. (Ex. 22). 

Oil Trader#! interview (Aug. 31, 2005). 

Id.\ Oil Trader #2 Witness Statement atf 9. 

SOMO Crude Oil Sales Contract No. M/08/35. (Ex. 23). 

Letter from Saddam Zeben Hassan to H.E. the Oi! Minister (July 15, 2000). (Ex. 24). 

Tariq Aziz interview (July 7, 2005). 

Id. 
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Therefore, although the SOMO letter mid chart suggest that Fawaz Zureikat was the allocation 
recipient, Aziz’s testimony confirms that the allocation was in fact for the benefit of Galloway. 

2. Taurus Pays Zureikat and Zureikat Forwards Money to Galloway’s Wife 

From August 31, 2000 through October 21, 2000, there were five different shipments of 
Iraqi crude oil pursuant to M/08/35. The total oil lifted pursuant to M/08/35 was 2,645,068 
barrels. Taurus Petroleum purchased from Arcdio ftie oil lifted pursuant to M/08/35. 

As a commission in connection with ftie purchase of oil for contract M/08/35, Taurus 
transferred $740,000 to Zurcikafs account at Citibank on or about July 27, 2000."^^ The 
Subcommittee has obtained banking records reflecting Taurus’s payment to Zureikat. For 
instance. Citibank’s confirmation of this wire transfer is reproduced as Figure 2, below. In 
addition, Zureikat’s Citibank account statement reflects an incoming transfer crediting $740,000 
to the account on July 27, 2000.’^^ The account statement also indicates that $740,000 would not 
be credited to the account for four days, meaning that Zureikat could first use those funds on July 
31 , 2000 .“^^ 

On August 3, 2000, just days after the $740,000 was credited to his account, Zureikat 
transferred roughly $150,000 to Galloway’s wife. In addition, on the same day, Zureikat 
transferred $340,000 to the Mariam Appeal. Aside from the payments to Galloway’s wife and 
the Mariam Appeal, Zureikat also made sizeable payments totaling $250,000 to other individuals 
and entities. Those payments are examined below. 


SOMO Commercial Invoice Nos. C/224/2000, C/225/2000, B/284/2000, B/305/2000. and C/273/2000, (Ex. 25); 
Letter of John Koteliy, legal counsel for Taurus Petroleum (Oct. 20, 2005) (“Kotelly Letter”). 

Kotelly Letter. 

' Citibank wire transfer confirmation (July 27, 2000) (refl«:ting wire transfer of $740,000 from Taums Petroleum 
Ltd. to Fawaz A. Zureikat on July 27, 2000). (]&c. 26). 

‘ ‘ ' Citibank Statement, Citibank OFF - 000001 (reflecting “Incoming Telex Transfe” [s’/c] of $740,000 on July 27, 
2000). (Ex. 20). 

Citibank Statement, Citibank OFF - 000001. (Ex. 20). Citibank officials confirmed that the date listed under the 
column “Value” reflected the date on which the funds would be available to the account. In this case, the value 
date for the $740,000 Taurus payment was July 31, 2000. 
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Figure 2. Citibank Confirmation of Transfer of $740,000 from Taurus Petroleum to 
Fawaz Zureikat 



(a) Zureikat’s Payment of $150,000 to Galloway’s Wife 

One of Zureikat’s payments on August 3, 2000 was a $150,000 wire transfer to “Amina 
Naji Abu Zayyad,” Galloway’s wife. This transfer is captured in several documents obtained by 
the Subcommittee. First, Zureikat’s Citibank monthly statement reflects an “Outgoing Customer 
Wire” of $150,000 on August 3, 2000.”^ That transfer was numbered 3002161738. Citibank’s 
records for wire transfer 3002161738 indicate that “Mr. Fawaz Abdallah Zureikat” wired 
$150,000 to an account at Arab Bank Pic in Amman, Jordan in the name of “Amina Naji Abu 
Zayyad.”"*^ That Citibank wire confirmation is reproduced as Figure 3, below. 

The Subcommittee also obtained a confirmation of this wire transfer from Abu-Zayyad’s 
bank, Arab Bank Plc."^ This document confirms that $149,980 ($150,000 less minor transaction 
fees) was transferred from a Citibank account in the name of “Mr. Fawaz Abdullah Zureikat” 
and was credited to the account of “Amina Naji Abu Zayyad” at the Arab Bank Pic in Amman, 
Jordan on August 4, 2000."^ The Arab Bank transfer record is reproduced as Figure 4, below. 


Citibank Statement, page 2, Citibank OFF - 00(X)2. (Ex. 20). The Citibank Statement indicates that the amount 
debited from Zureikat’s account was $150,038.03. Citibank officials confirmed tliat the transferred amount was 
$150,000 and that it charged fees for this transaction totaling $38.03. As a result, the amount deducted from his 
account ($150,038.03) reflects the transferred amount of$150,0(K) and $38.03 in Citibank fees. 

' *“ Citibank wire transfer confirmation. Citibank OFF - 000025 (Aug. 4, 2000. (Ex. 27). 

Arab Bank wire confirmation record, ABUSS008 (Aug. 4, 2(K)0). (Ex. 28). 

Arab Bank confirmed that the commission charged for this transaction was $16. Days after Zureikat transferred 
the $150,000 payment to Abu-Zayyad’s Arab Bank account, Abu-2^yyad transferred $24,950 from that Arab 
Bank account to an account in her name at the Co-<^rative Bank Pic in London. Arab Bank Wire Transfer 
Confirmation, ABUSS009 (Aug. 11. 20(X)) (reflecting a transfer of $24,945 less a commission of $16 on August 
II, 2000 from Arab Bank account in the name of “Amineh Abu Zayyad" to Co-operative Bank Pic account in the 
name of “Amineh Anu Zayyad” [sic]). (Ex. 29). 
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Zureikat’s transfer to Galloway’s wife must have contained Oil-for-Food-related money. 
At the time of the transfer to Galloway’s wife, Zureikat’s Citibank account carried a balance of 
$848,683. 1 1 . The relevant portions of the Statement of Account for Zureikat’s Citibank account 
are reproduced as Figure 5, below. The overwhelming majority of that balance was directly 
related to oil transactions under the Oil-for-Food Program - $70,000 had been deposited by 
Delta Services Ltd. in connection with the Phase VII contract, M/07/83, and $740,000 had come 
from the Taurus payment related to M/08/35. Therefore, Zureikat’s account contained only 
$38,000 that was potentially unrelated to the Oil-for-Food Program. In response to the 
Subcommittee’s interrogatories, Dr. Abu Zayyad stated: “I have never solicited or received from 
Iraq or anyone else any proceeds of any oil deals, either for myself or for my former husband.”^ 


Electronic message from Dr. Amineh Abu-Zayyad to the Subcommittee (Oct. 24, 2005). 
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In addition, it is significant that this $150,000 payment could not represent Abu-Zayyad’s 
compensation for her employment with Mariam Appeal. First, Abu-Zayyad’s salary with the 
Mariam Appeal was £25,000 per year."* Therefore, this $150,000 payment was several 
multiples of her annual salary. Moreover, her salary was sent in regular payments directly from 
the Mariam Appeal accounts at either Lloyds TSB Bank or the NBAD, and all of her salary 
payments are accounted for from those accounts."^ In contrast, the $150,000 payment was sent 
directly from Fawaz Zureikat’s personal account, and not from an account of the Mariam 
Appeal. 


(b) Zureikat^s $340,000 Transfer to the Mariam Appeal 
On the same day that Zureikat transferred $150,000 to Galloway’s wife, he also wired 
$340,000 to the Mariam Appeal. This transfer is reflected in the Citibank account statement, 
which indicates an “Outgoing Wire Transfer” from Zureikat’s account of $340,000 on August 3, 
2000.'^° This wire transfer was numbered 3002161760. Citibank’s records for transaction 
3002161760 indicate a transfer from “Mr. Fawaz Abdallah Zureikat” of $340,000 to account 
number 0223776 in the name of “The Mariam Appeal” at Lloyds TSB Bank Plc.‘^’ Similarly, 
the records of the Mariam Appeal account at Lloyds TSB also confirm that Fawaz Zureikat made 
a deposit of that size at that time.’^^ 


Letter from Charity Commission for England and Wales to finn of Davenport Lyons (Feb. 18, 2004). 

' Mariam Appeal bank statements for accounts at Lloyds and NBAD. 

Citibank Statement, page 2, Citibank OFF ~ 0(K)02. (Ex. 20). Citibank officials confirmed that the transferred 
amount was $340,000 and that it charged fees for this transaction totaling $38.03. As a result, the amount debited 
from Zureikat’s account was $340,038.03, reflecting the fransferred amount of $340,000 and the Citibank fees of 
$38.03. 

Citibank wire transfer confirmation, Citibank OFF - 0000024. (Ex.30). 

Lloyds TSB Monthly Statement for Mariam Appeal account (excerpt reflecting a deposit of £224,996.31 by 
Zureikat on August 4, 2000). (Ex. 31). U.S. dollars traded for 0.668 British pounds on August 4, 2000. See 
Interbank rate for August 4, 2000. 
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This transfer to the Mariam Appeal must have consisted of Oil-for-Food-related money. As 
noted above, at the time of the transfer to the Mariam Appeal account, Zureikat’s Citibank 
account earned a balance of 5848,683.11. Of that balance, $810,000 had come from 
commissions for oil contracts M/07/83 and M/08/35. Therefore, the vast majority, if not all, of 
Zureikafs $340,000 payment to Mariam Appeal must have resulted from Galloway’s oil 
allocation. 

(c) Zureikat’s Other Payments Following Contract M/08/35 

Aside from the payments to Galloway’s wife and the Mariam Appeal, Zureikat made four 
additional payments on August 3, 2000. One payment was $15,666 to Galloway’s spokesman, 
Ron McKay. Another transfer was a payment of $20,000 to a Turkish bank account for the 
benefit of an individual named “Mr. AH Ozer Balikei.”’^^ Zureikat’s final two payments on 
August 3, 2000 were a $40,000 payment to a company called “Petrocorp A.V.V.,” and a $50,000 
payment to his own company, Middle East Advanced Semiconductors, Inc.’^^ 

3. Zureikat Owes Surcharges for Contract M/08/35 

In addition to transferring money to Galloway's wife, the Mariam Appeal and others, 
Zureikat paid massive, under-the-table surcharges to SOMO in connection with Contract 
M/08/35. While Zureikat’s payments to Abu-Zayyad and the Mariam Appeal occurred 
immediately after he received the funds from Taurus Petroleum, the surcharge payments for 
M/08/35 were delayed for more than a year. In fact, Zureikat paid the owed surcharge - which 
amounted to more than $264,000 - only after the Minister of Oil threatened to blacklist him in 
December 2001.'^^ Zureikat’s outstanding surcharges for Contract M/08/35 are a recurring 
theme in the Galloway-Zureikat oil transactions, and the evidence related to those payments is 
examined in Section V below. 


Citibank Statement, page 2, Citibank OFF - 00002 (reflecting “Outgoing Customer Wire” numbered 
3002161756) (Ex. 20); Citibank wire transfer record. Citibank OFF - 0000023 (indicating that wire transfer 
3002161756 consisted of a $15,666 wire to an account at the Bank of Scotland held in the name of “Mr. Ron 
McKay”). (Ex, 32), Citibank confirmed that it assessed a fee of $32.55 in connection with that transfer, and 
therefore, the Citibank statement indicates a debit associated with 3002161756 of $15,698.55. 

Citibank Statement, page 2, Citibank OFF - 00002 (reflecting “Outgoing Customer Wire” numbered 
3002161754) (Ex. 20); Citibank wire transfer record. Citibank OFF - 0000023 (indicating that wire transfer 
3002161754 consisted of a $20,000 wire to an account at the Bank of Scotland held in the name of “Mr. Ali Ozer 
Balikei”). (Ex. 32). The Subcommittee was unable to determine why Zureikat forwarded $20,000 to Mr. Balikei, 

Citibank wire transfer record, Citibank OFF - 0000024 (reflecting wire transfer no. 3002161 758 of $40,000 from 
Fawaz Zureikat to Petrocorp A.V.V. on August 4, 2000 and wire transfer no. 3002161759 of $50,000 fromFawaz 
Zureikat to Cybertech Consultancy Services for the benefit of MEASI on August 4, 2000), (Ex. 30). 

In a letter to the Oil Minister dated December 19, 2001, SOMO confirmed that the Oil Minister instructed to 
reject further “proposals” from Zureikat until he satisfied his surcharge obligations. Letter of Ali Rajab Hassan to 
the Oil Minister (Dec. 19, 2001). That letter is analyzed below in Section V(E). 
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H. The First Phase IX Allocation (Contract M/09/23) 

On January 13, 2001, Aredio Petroleum executed an oil purchase contract with SOMO.'^’ 
That contract was numbered M/09/23. Evidence obtained by the Subcommittee establishes that 
the oil for Contract M/09/23 had been allocated to Galloway and the Mariam Appeal. That 
evidence is presented below. 

The day after M/09/23 was signed, SOMO requested approval of Contract M/09/23 from 
the Oil Minister. In describing the contract, SOMO stated that the contract was signed with 
“Aredio Petroleum Company (Fawaz Zuraiqat - Mariam’s Appeal).”*^* This letter, according to 
Amer Rashid, the Hussein-era Oil Minister, followed the traditional form used to request 
approval from the Oil Minister.’^^ The Oil Minister also confirmed to the Subcommittee that this 
letter was authentic, and stated that he did ind^d approve that contract and his signature was 
valid. 

Another SOMO document makes a more direct link between Contract M/09/23 and 
Galloway. That document is a chart created after the fall of the Hussein regime entitled, “Crude 
Oil Allocations during Phase 9 of the Memorandum of Understanding.” It lists every oil contract 
in Phase IX of the Program and indicates the person or entity that had been allocated that oii.'^° 
The entry for Contract M/09/23 indicates that the contract was executed with “Mr. Fawaz 
Zuraiqat/George Galloway/Aredio Petroleum - French.” This SOMO document therefore 
demonstrates that the allocation for Contract M/09/23 was not just for Mariam’s Appeal, but also 
for Galloway. 

Aside from the evidence establishing that the allocation for Contract M/09/23 had been 
awarded to Galloway and the Mariam Appeal, the Subcommittee was unable to obtain any 
credible evidence of payments resulting from this transaction. 

I. The Second Phase IX Allocation (Contract M/09/1 18) 

Galloway and the Mariam Appeal were granted a second allocation in Phase IX. 
Evidence obtained by the Subcommittee indicates that the oil for Contract M/09/118 appears to 
have been allocated for the benefit of Galloway and his political campaign. This evidence 
indicates that Zureikat was paid a large commission for this contract and forwarded roughly 
$30,000 of that amount to the Mariam Appeal. In addition, the Subcommittee has obtained 
significant evidence establishing that Zureikat paid more than 5247,000 in surcharges related to 
this contract. 

1. Taurus Lifts the Oil for Contract M/09/118 

On June 6, 2001, roughly one month after M/09/118 was signed, an oil tanker loaded 
990,610 barrels of Basrah light crude oil from the Mina Al-Bakr oil terminal.’^* One week later, 
on June 14, 2001, SOMO sent a chart to the Oil Minister detailing all Phase IX oil liftings.‘^^ 
The chart contains an entry for MEASI’s Phase IX contract, showing contractual volume of two 
million barrels and the lifting of 991 ,000 barrels from Mina Al-Bakr terminal. Significantly, the 
chart identifies the purchaser as “Middle East (Galloway).” As noted above, SOMO would 
customarily confiim the identity of the relevant allocation holder by placing his name in 
parenthesis next to the name of the purchaser.^^^ Therefore, this SOMO chart indicates that the 
allocation for Contract M/09/118 was in fact granted to Galloway. As further evidence that this 
allocation had been granted to Galloway, Zureikat forwarded a substantial portion of the 
commission for this contract to the Mariam Appeal. 


SOMO Crude Oil Sales Contract No. M/09/23. (Ex. 33). 

Letter from Saddam Zeben Hassan to H.E. the Oil Minister (Jan. 14, 2001), (Ex. 34). 

Amer Rashid interview (Apr. 14, 2005). 

SOMO Chart, “Crude Oil Allocations during Phase (9) of the Memorandum of Understanding” (undated). (Ex, 

35) . 

SOMO Commercial Invoice No. B/104/2001 (June 6, 2001); SOMO Crude Oil Sales Contract M/09/1 18. (Ex, 

36) (composite), 

SOMO Chart entitled, “Exports of Iraqi Crude Oil as per the Memorandum of Understanding/Phase Nine from 
12/07/2000-06/03/2001” (June 14, 2001). (Ex. 37). 

Amer Rashid interview (Apr. 14, 2005). 
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2. In Connection with M/09/U8, Zureikat Makes a Payment to the Mariam Appeal 

Taurus Petroleum purchased the cargo of 990,610 barrels.^^*^ In connection with that 
purchase, Taurus wired a commission payment of $297,183 to Zureikal’s account at Citibank on 
July 5, 2001 It should be noted that $297,183 equals exactly 30 cents per barrel for each of 
the 990,610 barrels lifted in connection with M/09/118. Therefore, it appears that Taurus paid 
Zureikat a commission of exactly 30 cents per barrel. 

The $297,183 transfer from Taurus was captured in the Citibank Statement, which 
indicates that the tracking number of that tr^s^tion was 3011864066.’^^ The wire records for 
3011864066 confirm the transfer of $297,183 on July 5, 2001 from “Taurus Petroleum Limited” 
to the beneficiary, “Fawaz A. Zureikat.”’^’ The Citibank Statement indicates that the funds were 
posted to Zureikaf s account after a four-day clearance period, meaning Zureikat would have had 
access to those funds on July 9, 2001 

On the very day that the funds were posted to his account, July 9, 2001, Zureikat wired 
$30,000 to the Mariam Appeal. The Citibank Statement reflects an outgoing wire transfer on 
July 9, 2001 of $30,000.’^® That transaction was numbered 301 1900211, and the record for that 
transaction confirms that the funds were wired to an account in the name of the Mariam 
Appeal.’"*’ The record states that “Mr. Fawaz Abdallah Zureikat” forwarded $30,000 from his 
Citibank account to an account at Lloyds TSB Bank Pic in the name of “The Mariam Appeal.” 
The confirmation sheet indicates that the wire transfer was a “Donation.” 

Notably, before Taurus’s transfer of $287,183, Zureikat’s account had a meager balance 
of only $10.66. As a result, Zureikaf s $30,000 payment from that account to Mariam Appeal 
must have come from the Oil for Food commission. In total, that $30,000 payment represents 
approximately 27% of the commission that Zureikat received in connection with M/09/1 18.’'^^ 

J. The Phase X Allocation 

As in the previous three phases, Galloway received another allocation in Phase X of the 
Program. This allocation appears to follow the basic pattern of the previous transactions 
(Contracts M/08/35 and M/09/ 11 8) - namely Taurus Petroleum purchased the allocation, paid 
Zureikat a sizeable commission, and then Zureikat forwarded a portion of the commission to the 
Mariam Appeal, In addition, Zureikat paid massive improper surcharges to the Hussein regime. 

On August 6, 2001, Fawaz Zureikat, as President of MEASI, executed Contract M/10/38 
with SOMO for the purchase of three million barrels of oil.'"*^ Roughly one week later, SOMO 
notified the Oil Minster of the contract, and requested his approval. In describing the contract, 
SOMO indicated that the purchasing company was MEASI and placed “(Fawaz Zureikat)” next 
to MEASFs name. The Oil Minister later approved the contract, and in the next two months, 
two shipments of roughly three million barrels of oil were lifted pursuant to the contract.’^^ 

On September 9, 2001, an oil tanker lifted 1,002,767 barrels from the Ceyhan terminal 
pursuant to M/10/38. This shipment was purchased by Taurus Petroleum.'"** Roughly one 


Kotelly letter. 

Citibank Statement at 5, Citibank OFF - 00005 (reflecting “Incoming Telex Transfe” [.vie] numbered 
30H864066). (Ex. 20). 

Citibank Wire Transfer Record, Citibank OFF - CH)00013. (Ex. 38). 

Citibank Statement at 5, Citibank OFF - 00005 (reflecting a “Value” date of July 9, 2001 for transaction 
numbered 3011864066). (Ex. 20). 

Citibank Statement at 5, Citibank Oil for Food ~ 00005. (Ex. 20). 

Citibank confirmed to the Subcommittee that it charged a fee of $38.09 for this transaction, and therefore, the 
funds actually transferred amounted to $30,000. 

Citibank Wire Transfer Record, Citibank OFF - 0000028. (Ex. 39) 

As noted below, Zureikat paid $187,183 in in^roper surcharges in connection with this contract. Removing that 
sum from Zureikat’s commission leaves a pool of $110,000. The $30,000 payment represents roughly 27% of 
those remaining funds. 

SOMO Crude Oil Sales Contract M/10/38 (Aug. 6, 2001). (Ex. 40). 

Letter of Saddam Zeben Hassan to the Oil Minister (Aug. 14, 2CW1). (Ex. 41), 

SOMO Commercial Invoice No. C/124/2001 (Sept. 9, 2001). (Ex. 42). 

Kotelly Letter. 
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month later, on October 17, 2001, Taurus wired a payment of $336,009.96 as a commission for 
Contract M/10/38 to Zureikat’s account at Arab Bank.’'*^ On October 25, 2001, just days after 
Zureikat received the $336,009.96 transfer from Taurus, he transferred £20,852.49 
(approximately $30,000) to the Mariam Appeal account at Lloyds TSB. 

The second shipment for M/lO/38 followed frie same pattern. On October 16, 2001, a 
tanker lifted 1,917,528 barrels in connection with M/lO/38 and Taurus purchased the oil.''*^ 
Roughly one month later, on November 19, 2001, Taurus Petroleum transferred a payment of 
$698,640.14 as a commission for Contract M/10/38 to Zureikat’s Arab Bank account.’^® On 
November 28, 2001, days after he received the $698,640.14 commission payment from Taurus, 
Zureikat forwarded £17,473.38 (approximately $26,000) to the Mariam Appeal account at 
Lloyds TSB.^^* 

In total, Taurus paid commissions of $1,034,650.10 in connection with Contract M/10/38. 
Taking into account the fact that Zureikat paid surcharges of $825,822.25 in connection with this 
contract (which will be analyzed in detail below), Zureikat’s transfers of approximately $56,000 
to the Mariam Appeal accounted for roughly 27% of the commission arising from this contract. 

K. The Phase XI Allocation 

On December 12, 2001, SOMO signed a contract with Zureikat’s company MEASI for 
three million barrels of oil in Phase XI of the Program.*^^ That contract, numbered M/1 1/04, was 
signed for the purchaser by Fawaz Zureikat. A few days later, the Acting Executive Director of 
SOMO wrote to the Oil Minister, requesting approval of Contract M/1 1/04.^” In describing the 
contract, SOMO confirmed to the Oil Minister that the oil had been allocated to Galloway: 

Based on the statement of allocations dated 12/10/2001, please find below 
the details of the contract signed with Middle East ASI Company (Mr. 

George Galloway)/Fawa 2 Zuraiqat. 

As noted above, SOMO identified allocation recipients by placing their names in parenthesis 
next to the name of the purchasing company. In this case, this letter expressly indicates that the 
allocation had been granted to Galloway. Upon reviewing this document in an interview, 
Minister of Oil Amer Rashid confirmed that Galloway’s name on the document indicated that he 
was awarded the allocation related to this contract: 

Q: Docs the phrase "(Mr. George Galloway)" mean that the allocation for 
this oil was granted to George Galloway? 

A: Yes.'^^ 

Several weeks later, on December 29, 2001, an oil tanker lifted 2,360,860 barrels of Iraqi 
crude oil pursuant to M/I 1/04. Taurus Petroleum purchased that shipment of oil.‘^^ On January 
31, 2002, roughly one month after the M/ll/04 lifting, Taurus Petroleum wired a commission 
payment of $835,932.10 to Zureikat’s account at the Jordan National Bank,’^'’ 

Several days later, Zureikat forwarded $20,000 from his JNB account to the Mariam 
Appeal. That transfer is reflected in the records of J.P. Morgan Chase, which acted as the 
correspondent bank for the transaction.*^* 


Kotelly Letter; Arab Bank wire transfer confirmation (Oct. 17, 2001). (Ex. 43). 

Lloyds TSB Statement of Account (reflecting deposit of £20,852.49 from Fawaz Zureikat on October 25, 2001). 
(Ex. 44). 

SOMO Commercial Invoice No. B/1 83/2001 (Oct 16, 2001). (Ex. 45); Kotelly letter. 

Arab Bank Wire Transfer Confirmation (Nov. 19, 2001). (Ex. 46). 

Lloyds TSB Statement of Account (reflecting deposit of £17,473.38 from Fawaz Zureikat on November 28, 
2001). (Ex. 47). 

SOMO Crude Oil Sales Contract No. M/I 1/04. (Ex. 48). 

Letter from Ali Rajab Hassan to the Oil Minister (Dec. 19, 2001). (Ex. 49). 

Amer Rashid interview (May 1 6, 2005). 

Kotelly Letter. 

Kotelly Letter.; J.P. Morgan Chase Wire Transfer Confirmation (Jan. 31, 2002). (Ex. 50). J.P. Morgan Chase 
acted as the correspondent bank for this wire transfer. 

J.P. Morgan Chase Wire Transfer Confirmation (Feb. 1 1, 2002). (Ex. 51). 

A “correspondent bank” is a bank that serves as a depository and provides banking services for another bank. 
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L. The Phase XII Allocation 

On June 3, 2002, SOMO executed a contract with MEASI for three million barrels of oil 
in Phase XII of the Oii-for-Food Program.*^^ That contract, numbered M/12/14, was again 
signed by Fawaz Zureikat for the purch^er. The next day, SOMO informed the Iraqi Financial 
Department of Contract M/12/14.'®’ Tellingly, the Acting Executive Director of SOMO 
indicated that the oil for this contract had been allocated to Galloway, referring to the contract as 
“Contract No. M/12/14 with Middle East ASI (Mr. Galloway).”"’* 

Another SOMO document also indicates that the oil underlying Contract M/12/14 had 
been allocated to Galloway. That document, a letter from SOMO requesting approval of 
M/12/i4 from the Oil Minister, states as follows: 

Based on the statement of allocations dated 05/22/2002, please find below 
the details of the contract signed with Middle East ASI Company (on 
behalf of Mr. George Galloway).'^ 

Oil Minister Amer Rashid recognized this letter and authenticated that SOMO had indeed sent it 
to him.'*’^ He also confirmed that he approved the contract, noting that his signature was 
authentic. In addition, the Oil Minister confirmed that this document indicated that Galloway 
received the allocation for the oil addressed by the contract: 

Q: Does the phrase ”(on behalf of Mr. George Galloway)" mean that the 
allocation for this oil was granted to George Galloway? 

A: Yes. 

On November 18, 2002, the oil tanker Berg Borg lifted precisely one million barrels of oil 
pursuant to Contract M/12/14.'®' Several days later, on November 25, 2002, another tanker 
lifted 400,000 barrels in connection with M/12/14. The Subcommittee was unable to gather 
evidence reflecting Zureikat’s distribution of that commission payment. 

M. The Phase XIII Allocation 

In the final phase of the Oil-for-Food Program, Middle East ASI signed contract M/13/48 
for the purchase of two million barrels of oil.'^^ Soon after Contract M/13/48 was signed, a 
senior SOMO official informed the Financial Department of the contract.'*^ SOMO identified 
the contract as “Contract No. M/13/48 with Middle East ASI (Mr. Galloway).” 

Aside from the SOMO evidence indicating that this allocation had been granted to 
Galloway, the Subcommittee was unable to obtain evidence reflecting the oil transaction 
resulting from this allocation. 

N. Additional Transfers of Funds to the Mariam Appeal Amount to $230,000 

1. Zureikat’s $40,000 Transfer to the Mariam Appeal in March 2001 

In addition to the transactions detailed above, the Subcommittee has obtained evidence of 
an additional transaction in which Zureikat transferred funds to the Mariam Appeal that may be 
related to the Oii-for-Food Program. On February 28, 2001, Taurus Petroleum loaned $50,000 to 
Zureikat."^* In connection with that loan, Taurus wired $50,000 to Zureikat’s account at 
Citibank.'^^ The Citibank Statement indicates that the transferred funds would not be posted to 


SOMO Crude Oil Sales Contract No. UilHU. (Ex. 52). 

Letter of AH Rajab Hassan to “The Financial Department” (June 4, 2002). (Ex. 53). 

hi 

Letter from Ali Rajab Hassan to the Oil Minister (June 4, 2002). (Ex. 54). 

Amer Rashid interview (May 16, 2005). 

SOMO Commercial Invoice No. B/t96/2002. (Ex. 55). 

SOMO Commercial Invoice No. B/208/2002. (Ex. 56). 

SOMO Crude Oil Sales Contract No. M/1 3/48. (Ex. 57). 

Letter of Ali Rajab Hassan to “The Financial Department,” (Jan. 25, 2003). (Ex. 58). 

Kotelly Letter. 

Kotelly Letter; Citibank wire transfer confirmation. Citibank OFF - 000030 (Feb. 27, 2001) (reflecting $50,000 
transfer from Taurus to Fawaz Zureikat’s account at Citibaik). (Ex. 59). Zureikat’s Citibank Statement lists that 
incoming transfer of $50,000 on March 1, 200!. Citibank Statement at 5, Citibank - OFF 00005 (reflecting 
“Incoming Telex Transfe[r]” of $50,000 on March 1, 2001). (Ex. 20). 
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the account until March 11, 2001, meaning that Zureikat would not have access to that money 
until March 

On the very day that those funds became available, March 11, Zureikat transferred 
$40,000 from his Citibank account to the Mariam Appeal account at Lloyds TSB.’^* That 
transfer is reflected in a wire transfer confirmation, which states that “Mr. Fawaz Abdallah 
Zureikat” transferred $40,000 to Lloyds TSB Bank P!c for the benefit of the Mariam Appeal. 
The transfer was identified as a “Donation 

2. Other Transfers from Zureikat to the Mariam Appeal Amount to $190,000 

As detailed above, approximately $446,000 was transferred by Zureikat into the Mariam 
Appeal bank account at Lloyds TSB in corm^tion with oil transactions between August 2000 
and February 2002. Between June 2002 and December 2002, Zureikat made an additional five 
deposits totaling $190,000 into the same account: 


Payments Made By Zureikat to the Mariam Appeal account 
AT Llo yds TSB Pc^sibly Related to 0»--for-Food Contracts 

Date of Payment 

AMOUNT OF Payment 

June 13,2002 

: ^ $20,000 

July 17, 2002 

$10,000 

Aug. 8, 2002 

$20,000 

Aug. 26, 2002 

$100,000 

Dec.6,2002 

$40,000 

Total; 

$190,000'” 


The Subcommittee has not directly traced those deposits to any particular commercial 
transaction. The Subcommittee cannot rule out the possibility, however, that some of these 
funds may have resulted from other Oil-for-Food deals between the Hussein regime and 
Zureikat’s company, Middle East Advanced Semiconductors, Inc. (“MEASF’). Specifically, 
between Phase IX and XII, the Hussein regime awarded at least seven contracts to MEASI for 
humanitarian goods worth over $22 million.’’^ In Phase IX, for example, MEASI was awarded a 
contract to import over $9 million in milk powder. Subsequently, MEASI was awarded contracts 
worth over S4.5 million in Phase X, over $2 million in Phase XI, and over $6 million in Phase 
XII).'^^ 

According to the IIS Letter, Galloway had obtained “a limited number of food contracts 
with the Ministry of Trade” and the percentage of profit on those contracts was one percent. The 
possibility that Zureikat may have used profits from his contracts for humanitarian goods is 
supported by Aziz, who stated that Galloway received contracts through Zureikat for the purpose 


Citibank confirmed that the ll-day holding period, which is abnormally long for such a transfer, included several 
days in which the Citibank offices were closed due to a weekend and a Muslim holiday. 

Citibank Statement at 5, Citibank - OFF 00005 (reflecting “Outgoing Customer Wire” of $40,000 on March 1 1, 
2001). (Ex. 20). Citibank confirmed that, in connection with this wire transfer, it charged a fee of $38.09. 
Therefore, as with previous wires from the Citibank acctnint, the Statement reflects a total debit of $40,038.09, 
reflecting the $40,000 transferred to the Mariam Appeal and Citibank’s $38,09 fee. 

Citibank wire transfer confirmation, Citibank - OFF 000027. (Ex. 60). 

Significantly, at the time of Taurus’s $50,000 payment to Zureikat, his Citibank account had a balance of only 
$3,000. Therefore, at least $37,000 of the $40,(K)0 that Zureikat transferred to the Mariam Appeal must have been 
Oil-for-Food-related funds. 

Chase wire transfer records for TRN 2736000162js, 1717700196fs, 8098200218]S, and 7985700237fs. (Ex. 61) 
(composite exhibit). 

Table 6 “Humanitarian Goods and Oil Spares Purchases By Vendor and Goods Category For Central & Southern 
Regions of Iraq,” published by the IIC (Oct. 21, 2004), p. 92. 

Id.\ BNP records (Phase IX letter of credit records). 
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of raising money for the Mariam Appeal.*^ Specifically, Aziz recalls recommending that 
Galloway be granted commercial contracts with the Ministry of Trade through the Oil-for-Food 
Program. Aziz stated that the Iraqi committee in charge of the Program took his 
recommendations as they related to Galloway. According to Aziz, the purpose of granting the 
rights to commercial contracts to Galloway, like the oil allocations, was to raise money to fund 
the Mariam Appeal. Aziz’s recollection is that Zureikat served as Galloway’s business agent and 
intermediary for these commercial contract. According to Aziz, Galloway worked through 
Zureikat with the respective Iraqi ministries to facilitate the commercial contracts. Aziz 
specifically recalls that Zureikat received some contracts to import goods such as milk and sugar, 
but that he did not have the capacity to import larger itcms.^’® 

V. ZUREIKAT PAYS IMPROPER SURCHARGES OF 0\T:R S1.6 MILLION TO THE 
HUSSEIN REGIME IN CONNECTION WITH GALLOWAY’S OIL ALLOCATIONS 

In September 2000, the Hussein regime began demanding an improper, under-the-table 
payment for each oil purchase under the Program, Such payments, commonly called 
“surcharges,” began on September 1, 2000. According to several Hussein regime officials, 
Saddam Hussein learned of the substantial profits going to allocation recipients and oil traders 
who were dealing in Iraqi oil, and sought to capture some of those earnings for himself.^^^^ One 
regime official described Hussein’s intent: 

Saddam Hussein began to think the amount of the bribery [from the so- 
called ^'^Saddam Bribery System” of oil allocations] became too great. At 
that point Saddam Hussein implcment|cd] a system to recover some of the 
bribe money. {The officiall explained that this eventually became an 
objective and the supporters [who received oil allocations] had to give 
some of their profits to Saddam Hussein.'®® 

Saddam Hussein’s plan was straightforward; SOMO would lower the price for oil by a small 
margin and then demand that the purchaser pay a surcharge back to the Hussein regime through a 
designated secret bank account. At the beginning of the surcharge period, in Phase VIII, the 
surcharges were 10 cents per barrel, meaning that a purchaser of 1 million barrels would be 
obligated to pay $100,000 into a secret regime-controlled account. The amount of the surcharge 
fluctuated over the next two years, reaching a peak of 30 cents per barrel. Between September 1, 
2000 and November 30, 2000, the surcharge was 10 cents per barrel of oil lifted.’®’ Starting on 
December 1, 2000, the surcharge was increased to 25 cents per barrel for shipments destined for 
European markets and 30 cents per barrel for shipments destined for the North American 
market.’®^ The surcharge amount was dropped to 15 cents per barrel starting on May 30, 2002 
and was canceled altogether on September 1, 2002.'®^ The two-year period beginning on 
September 1, 2000 and ending September 1, 2002 is referred to as the “surcharge period.” 


Tariq Aziz interview (July 7, 2005). 

Tariq Aziz interview (July 7, 2005). 

E.g., Amer Rashid interview (Apr. !4, 2005). 

Memorandum of Interview (Interview #50) of former regime official by U.S. Treasury Iraqi Financial Asset 
Team (Mar, 24, 2004). 

Memorandum of SOMO official entitled “Allocations and Sates of Crude Oil in the Phases of the Memorandum 
of Understanding (1996-2003)” (Feb. 19, 2004) (“SOMO Memorandum”), Attachment 4 titled “The Surcharge.” 

Memorandum from the Crude Oil Marketing Second DepartaKnt to the Financial Department (Mar. 24, 2001); 
SOMO Memorandum (Feb. 19, 2004), Attachnwnt 4. 

SOMO Memorandum (Feb. 19, 2004), Attachment 4. 
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These under-the-table surcharge payments were in direct violation of U.N. sanctions and 
the Oil-for-Food Program because they were not deposited into the U.N. -controlled escrow 
account held at BNP Paribas. One import^t aspect of this surcharge scheme was that the Iraqis 
placed responsibility for the surcharges squarely on the shoulders of the allocation grantee.*^'^ 
Therefore, in order to receive an oil allocation after September 1, 2000, the allocation recipient 
was required to promise to pay the surcharge. There were no exceptions. Accordingly, any 
person or entity that received an allocation after September 1, 2000 knew of and agreed to pay 
the improper, under-the-table payment to the Hussein regime. 

According to evidence obtained by 
the Subcommittee, including banking 
records and SOMO documents, Fawaz 
Zureikat paid under-the-table surcharges 
totaling $1,642,000.65 to the Hussein 
regime in connection with the allocations 
granted to Galloway and the Mariam 
Appeal. That evidence is presented below. 

At least one senior Hussein regime official 
informed the Subcommittee that every 
single individual who received oil 
allocations throughout the surcharge period 
(September 2000 through September 2002) 
knew of and was responsible for paying the 
surcharges. This official further stated 
that, although the allocation recipient knew 
of the surcharges, the actual oil purchasers 
may have facilitated or made the improper 
payments. According to this senior Hussein 
regime official, therefore, Galloway may 
have known of the improper, under-the-table 
payment of over S 1 .6 million in surcharges to the Hussein regime. 

A. Zureikat Delays Payment of Surcharges for Contract M/08/35 

Evidence obtained by the Subcommittee indicates that SOMO demanded a 10-cent-per- 
barrel surcharge for each of the 2,645,064 barrels lifted pursuant to Contract M/08/35, resulting 
in a surcharge owed of $264,505. SOMO records indicate that, after a delay of more than one 
year, Zureikat eventually paid the owed amount in full. That evidence is intertwined with 
evidence of subsequent surcharges, and therefore, is presented in chronological order below. 

B. Surcharges of 5304,320.90 in Connection with My9/23 

The Surcharge Chart indicates that the agreed-upon surcharge for Contract M/09/23 was 
30 cents per barrel.*^^ The Chart also indicates that the surcharges owed for this contract 
amounted to $304,320.90. Finally, the Chart shows that the entire amount was paid in full. The 
Subcommittee was unable to obtain credible evidence concerning the payment of these 
surcharges. 

C. Zu reikat Pays Surcharges of $247,352.50 for Contract M/9/1 1 8 

1. Zureikat Makes a “Down Payment” of $60,000 

On April 19, 2001, Taurus Petroleum transferred $60,000 to Zureikat’s Citibank account. 
This wire is reflected in a confinnation sheet obtained by the Subcommittee.’^^ That wire record 
indicates that Taurus transferred $60,000 and that Citibanic deducted fees of $33.50, making a 
total credit to Zureikat’s account of $59,966.50. A second document, the Citibank Statement, 
confirms an incoming transfer to Zureikat’s account of $59,966.50 on April 19, 2001.’^'^ The 


SOMO’s Surcharge Records 

Id analyzing Zureikat’s surcharge transactions, two sets of 
documents obtained by the Subcommittee warrant special 
attention. The fim is an exhaustive spreadsheet detailing 
every pay'ment received by SOMO related to oil 
transactions under the Oil-for-food Program. That 
SOMO spreadsheet .. lists ail surcharge payments 
(“returns”) received by SOMO. The SOMO Spreadslieei 
appears to have been created and maintained by SOMO 
during the life of the Program (the “SOMO Spreadsheet”). 

SOMO also compiled a comprehensive review of 
surcharges after the fall of the Hussein regime. That 
. document, a 41-page chart entitled “JList of Surcharges.” 
details the surcharge status of each oil contract during the 
surcharge period (Phases VJII through XII), listing (i) the 
pertinent Phase, (11) tbe name of the purchasing entity, (iii) 
the contract number, (iv) the:amount of oil lifted, (v) the 
rate of the .surcharge, (vi) the amount of the surcharge 
owed, (vli) the amount, of the. surcharge . paid by . the 
purchaser, and (viil) any outstanding balance., (the 
“SOMO Surcharge Chart”). ; .The IIC appears to’have 
relied on the Surcharge Chart in its Interim Report. See 
IIC Report, footnote 2!>2,: : .r. 


Taha Yasin Ramadan interview (Apr. 18, 2005). 

^^Id. 

Amer Rashid interview (Apr. 14, 2005). 

Surcharge Chart (excerpt). (Ex. 62). 

Citibank wire transfer confirmation, Citibank OFF -0000012. (Ex. 70). 

Citibank Statement, page 5, Citibank OFF -00(K)5 (reflecting an “Incoming Telex Transfe[r]” of $59,966.50 on 
April 19, 2001). (Ex. 20). 
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Citibank Statement indicates that those funds were posted to the account after a four-day 
clearance period, meaning that Zureikat would have access to those funds starting April 23, 

2001. 

On the first day that those funds were available - April 23, 2001 - Zureikat withdrew 
$59,000 in cash.’^*^ That same day, Zureikat made a surcharge payment of $60,000 to the 
Hussein regime.’^' The SOMO Spreadsheet reveals that, on April 23, 2001 - the day that 
Zureikat withdrew $59,000 in cash - Zureikat dqiosited a surcharge of $60,000. ‘ 

A second SOMO document indicates that the $60,000 payment was in fact a “down 
payment” for the future surcharges owed in connection with M/09/118. That document is a letter 
from SOMO requesting approval from the Oil Minister for Contract M/09/1 18.'^^ SOMO 
described the terms of M/9/118, and in Item 11 of the letter, SOMO discussed the status of 
Zureikat’s surcharge payments. In that paragraph, SOMO indicated that Zureikat had already 
made a “down payment” of $60,000 toward the future surcharges for this contract: 

11 - Surcharge: the company made a down payment of 10% of (60) 
thousand dollars ... the remaining sum (90% of it) w'ill be paid within 30 
days after loading. 

After discussing Zureikat’s down payment for his Phase IX surcharge, SOMO also referred to 
Zureikat’s outstanding surcharge for Phase VIII, related to Contract M/08/35: 

(The settlement of the sum that Mr. Fawaz Zurciqat owes for the contract 
of Aredio Company, totaling $264,505 ... has been postponed as per the 
verbal instructions of your Excellency). 

Therefore, this SOMO letter confirms that Zureikat made a “down payment” of $60,000 toward 
the future surcharges for M/9/1 1 8, and that the Oil Minister granted Zureikat an extension on the 
deadline to pay the $264,505 in surcharges owed for M/08/35. 

2. Zureikat Pays Additional Surcharges of $187,252.50 for Contract M/09/118 

On July 15, 2001, Zureikat withdrew $190,000 from his Citibank account in cash. On 
that same day - July 15, 2001 - 
Zureikat made a surcharge 
payment of $187,183 to SOMO. 

That payment was captured in 
the SOMO Spreadsheet, which 
indicates that MEASI deposited 
$187,183 for SOMO as a 
surcharge for M/09/U8.’^'^ 

The spreadsheet also indicates that, after the $60,000 advance and the $187,183 payment, 
Zureikat carried an outstanding surcharge balance of $169.50 for M/09/118. That minor balance 
was satisfied, according to the SOMO spreadsheet, by a payment from MEASI on November 11, 
2001. As a result, this spreadsheet indicates that Zureikat made improper surcharge payments of 
precisely $247,352.50 in connection with Contract M/09/i 18. 

That figure - $247,352.50 - is entirely consistent with the information contained in the 
SOMO Surcharge Chart. The entry on the Surcharge Chart for Contract M/09/1 1 8 confirms that 
the contracting company, MEASI, purchased 990,610 barrels of oil under that contract. The 
chart also indicates that the “Surcharge As Agreed” was 25 cents per barrel, resulting in a 
surcharge owed of $247,652.50. The chart then states, under the heading “Amount Paid,” that 
Zureikat’s company paid $247,352.50 in surcharges for M/09/1 1 8. That figure matches with the 


Date 

Zureikat 

Withdrawals (from 
Citibank account) 

Surcharges Paid for 
M/09/I18(fromSOMO 
Records) 

April 19, 2001 

$59,000 

$60,000 

July 15, 2001 

$190,000 

$187,183 


Citibank Statement, page 5, Citibank OFF - 00005 (reflecting an “S/A FCY Cash Withdrawafl]” of $59,000 on 
April 23, 2001). (Ex. 20). 

SOMO Spreadsheet (excerpt indicating surcharge payment on April 23, 2001 of $60,000 deposited by “Middle 
East Advanced Semi Conductor”). (Ex. 63). 

SOMO Spreadsheet (MEASI excerpt). (Ex. 63). 

Letter of Saddam Zeben Hassan to the Oil Minister (May 8, 2001). (Ex. 64). 

SOMO Spreadsheet (MEASI excerpt). (Ex. 63). 
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information contained in the SOMO Spreadsheet, which also reflected surcharge payments for 
M/09/1 18 totaling $247,352.50.'*^ 

D. Zurcikat Pays Surcharges of S825,000 for Contract M/10/38 

Evidence obtained by the Subcommittee confirms that Zureikat paid more than $825,000 
in surcharges in connection with M/10/38. Zureikat’s willingness to pay the surcharge is 
reflected in SOMO’s request to the Oil Minister for approval of the contract. In that letter, 
SOMO indicated that Zureikat agreed to pay the surcharge within 30 days of the oil liftings, 
stating: “Surcharge: payable within (30) days after loading.”*^ 

As noted above, the Hussein regime raised the surcharge rate in Phase X to 30 cents per 
barrel of oil shipped to the United States, and 25 cents per barrel of oil shipped elsewhere in the 
world. These surcharge rates were paid with respect to the shipments for M/10/38. The first 
M/10/38 shipment was the export of 1,002,767 barrels for a European destination.'^^ Applying 
the 25-cent-per-ban'el surcharge rate, the surcharge owed for this shipment was $250,691.75. 
According to the SOMO Spreadsheet, Zureikat paid almost exactly that amount - $250,522.25 - 
to SOMO on November 12, 2001.'** 

While Zureikat slightly under-paid the surcharges for the first shipment, he actually 
overpaid the surcharges owed for the second M/ 10/38 shipment. That shipment consisted of 
1,917,528 barrels exported to the United States. Because this shipment was destined for U.S. 
ports, the 30-cent surcharge rate applied, and Zureikat owed surcharges of $575,258.40. The 
SOMO Spreadsheet confirms that, on December 4, 2001, Zureikat transferred $575,300 to 
SOMO to satisfy his surcharge debt for M/10/38. 

Therefore, according to the SOMO Spreadsheet, Zureikat paid $825,822.25 in surcharges 
to the Hussein regime in connection with M/10/38. Notably, the SOMO Surcharge Chart further 
confirms that Zureikat paid surcharges of $825,822.25 in connection with M/10/38. 

E. Zureikat Pays Overdue Phase VIII Surcharges 

As of December 2001, more than one year after the oil for M/08/35 had been lifted, 
Zureikat still had not paid his outstanding surcharge balance of $264,505 for that contract. As a 
result, on December 11, 2001, the Minister of Oil directed SOMO to reject further “proposals” 
from Zureikat until he satisfied his surcharge obligations. That instruction was captured in a 
letter from SOMO to the Minister of Oil, in which SOMO directly refers to Zureikat’s 
outstanding balance for the Phase VIII contract: 

Surcharge: As per the instructions of your Excellency over the phone on 
12/11/2001 of not accepting the company’s proposals [referring to 
Zureikat’s company, MEASIj unless they pay the debt incurred since 
phase eight.^*^’ 

On December 18, 2001, just a few days after the Oil Minister threatened to discontinue 
Zureikat’s future oil contracts, a wire transfer of $264,000 went to an account at Jordan National 
Bank, one of banks at which Zureikat maintained an account.^*^^ Two days later, on December 
20, 2001, Zureikat transferred that precise amount - $264,000 - as a surcharge payment to 
SOMO. That payment was captured in the SOMO Spreadsheet, which indicates that, on 
December 20, 2001, “Middle Eastern Co. for Semi Conductors” paid $264,000 to SOMO to 


The SOMO Surcharge Chart also indicates that Zureikat still owed $300 in surcharges for that contract. (Ex. 65). 
It is unclear whether that outstanding balance was ever satisfied. 

Letter from Saddam Zeben Hassan to the Oil Minister (Aug. 14, 2001). (Ex. 41). 

’’’ SOMO Commercial Invoice No. C/124/2001 (Sept 9, 2001). (Ex. 42). 

SOMO Spreadsheet (excerpt). (Ex. 63). 

Surcharge Chart (excerpt). (Ex. 66). Notably, the Surcharge Chart also indicates that Zureikat maintained an 
outstanding surcharge balance of $ 1 27.90 for that contract. 

Letter of Ali Rajab Hassan to the Oil Minister (Dec. 19, 2001). (Ex. 49). 

202 gNp Paribas wire transfer confirmation, BSPA-0 15-000 1-00002 (Dec. 18, 2001) (reflecting wire transfer of 
$264,000 to Jordan National Bank account); American Express wire transfer confirmation (Dec. 18, 2001) 
(reflecting wire transfer of $264,000 to Jordan National Bank account). (Ex. 67) (composite). These records 
indicate that the source of the fiinds was an account at BNP Paribas and that American Express acted as a 
correspondent bank for the transfer. 
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cover surcharges owed on M/08/35.^°^ The spreadsheet also indicates that the remaining $505 
was paid by an individual named “Muris Risly” four months later, on March 5, 2002. In total, 
the SOMO Spreadsheet indicates that Zureikat paid $264,505 in surcharges for Contract 

M/08/35. 

As further corroboration, the SOMO Surcharge Chart also reflects that surcharges of 
$264,505 had been paid in connection 
with Contract M/08/35.^‘^'^ The Chart’s 
entry for Contract M/08/35 confirms that 
2,645,068 barrels of oil were lifted in 
connection with that contract. Next, the 
chart reveals the “Surcharge per Agreement” was 10 cents per barrel. The amount owed, 
according to the chart, was $264,505. Finally, the chart indicates that the surcharge was paid in 
full. 

F. Zureikat Agrees to Pay Surcharges In Phases XI and XII 

SOMO records reflect that, for the oil contracts in Phases XI and XII, Zureikat agreed to 
pay surcharges. For instance, the SOMO Surcharge Chart indicates that Zureikat agreed to pay a 
30 cent surcharge for Contract M/I 1/04.^®^ Under the column “Surcharge As Agreed,” the Chart 
reads “0.30,” indicating that Zureikat agreed to pay a surcharge of 30 cents for each barrel of oil 
lifted. The Chart also indicates that Zureikat did not pay any surcharges in connection with that 
contract. Likewise, the SOMO Spreadsheet, which lists all payments related to any oil 
transaction under the Program, does not include any surcharge payments for that contract. 

Like the Phase XI contract, Zureikat agreed to pay surcharges for the Phase XII contract, 
M/12/14. SOMO requested approval of that contract from the Oil Minister in a letter dated June 
4, 2002. In that letter, SOMO indicated that Zureikat was obligated to pay the applicable 
surcharges within 30 days of loading, stating: “Surcharge: payable within (30) days from the date 
of loading.”^®^ Despite Zureikat’s apparent agreement to pay surcharges, however, SOMO 
records do not contain any indication that surcharges were in fact paid in connection with this 
contract. 

VI. FINDINGS RELATING TO GALLOWAY AND ZUREIKAT 
A. Findings Related to George Galloway 

Based on the evidence presented in this Report, the Majority staff of the Subcommittee 
finds that: (1) Galloway knowingly made false or misleading statements under oath to the 
Subcommittee; and (2) Galloway’s political campaign - the Mariam Appeal - received large 
“donations” from Fawaz Zureikat derived from profits made through oil transactions conducted 
under the OiLfor-Food Program.^*^’ 

1. Galloway Knowingly Gave False or Misleading Testimony to the Subcommittee 

The Subcommittee has gathered extensive documentary and testimonial evidence 
demonstrating that several statements made by Galloway under oath at the Subcommittee’s 
hearing on May 17, 2005 were false or misleading, in Galloway’s opening statement and in 
response to questioning from Members of the Subcommittee, Galloway denied the findings 
contained in the Subcommittee’s initial report relating to evidence that he had received oil 
allocations from the Hussein regime. Specifically, Galloway made the following statements 
denying that he had personally profited from any Oil-for-Food transaction: 

1 can assure you, Mr. Zureikat never gave me a penny from an oil deal, 
from a cake deal, from a bread deal, or from any deal. 


Surcharges Paid.for M/68/35 
(SOMO Surcharge Chart) 

Surcharges Paid for M/08/35 
(SOMO Spreadsheet) 

S264405 

$264,505 


SOMO Spreadsheet. 

SOMO Surcharge Chart (excerpt). (Ex. 68). 

SOMO Surcharge Chart (excerpt). (Ex. 69). 

Letter from Ali Rajab Hassan to the Oil Minister (June 4, 2{H)2). (Ex. 54), 

This Report does not analyze (a) Galloway’s testimony under oath to the British court in his lawsuit against The 
Daily Telegraph, or (b) Galloway’s conduct in light of the rules and obligations of a Member of the United 
Kingdom House of Commons. See Appendix F for a brief review of those subjects. 
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My point is, you have accused me personally of enriching myself, of taking 
money from Iraq, and that is false and unjust 

The evidence collected by the Subcommittee, however, d^onslrates that Galloway, through his 
wife, was personally enriched by an Oil-for-Food deal. On at least one occasion, money 
generated by an Oil-for-Food transaction was transferred from Fawaz Zureikat to a bank account 
in the name of Galloway’s wife. Dr. Amineh Abu-Zayyad. Specifically, the Subcommittee 
obtained documentation confirming that $149,980 was transferred from a Citibank account in the 
name of “Mr. Fawaz Abdullah Zureikat” and credited to the account of “Amina Naji Abu 
Zayyad” at the Arab Bank Pic in Amman, Jordan on August 4, 2000. As such, Galloway’s 
testimony to the Subcommittee that he was never given “a penny” from an oil deal or was not 
personally enriched from such a deal was misleading, if not knowingly false. 

During his opening statement Galloway denied ever having been directly or indirectly 
involved in the solicitation or trading of oil, and denied that any person had done so on his 
behalf: 

Mr. Galloway. Senator, I am not now, nor have I ever been, an oil trader, 
and neither has anyone on my behalf. I have never seen a barrel of oil, 
owned one, bought one, sold one, and neither has anybody on my behalf. 

Galloway further denied that he had never discussed oil allocations at any time with Deputy 
Prime Minister Tariq Aziz: 

Senator Levin. ... Did you have conversations with Tariq Aziz about the 
award of oil allocations? That is my question. 

Mr. Galloway. No. 

The Subcommittee interviewed Tariq Aziz at length regarding his conversations with Galloway. 
Aziz stated that he had indeed discussed oil allocations with Galloway. Aziz also confirmed the 
authenticity of the IIS Letter, which described in great detail Galloway’s efforts to secure 
funding for his political activities with the Mariam Appeal through oil allocations. 

The Subcommittee also interviewed several other senior Hussein regime officials, 
including Vice President Taha Yasin Ramadan, Minister of Oil Amer Rashid, and Presidential 
Advisor Ali Hasan al-Majid. Ramadan stated that Galloway “always spoke out against the 
sanctions,” “needed to be compensated for his support,” and, “we gave him oil to sell to make 
the money.” Hasan authenticated the two-page letter from Izzat Ibrahim to the President’s 
Office that listed the Committee of Four’s recommendations to continue its financial support of 
Galloway. As such, Galloway’s testimony to the Subcommittee that he did not discuss oil 
allocations with Aziz at any time and that no person ever traded oil on his behalf was false or 
misleading. 

Galloway also testified that he had no knowledge that his friend, Fawaz Zureikat, was 
transacting oil deals on his behalf in Iraq. Specifically, Galloway answered a line of questions 
put to him by Senator Coleman as follows: 

Senator Coleman. 1 am asking you specifically, in 2001 were you aware 
that he [Fawaz Zureikat] was doing deals with Iraq? 

Mr. Galloway. 1 was aware that he was doing extensive business with Iraq. 

I did not know the details of it. It was not my business. 

* * * 

Senator Coleman. ... So in 2003, you are saying you do not know the 
answer to whether he was involved in oil deals? 

Mr. Galloway. I told you in my previous two answers, I knew that Mr. 

Zureikat was heavily involved in business in Iraq and elsewhere but that it 
was none of my business what particular transactions or business he was 
involved in ... 


Senator Coleman. ... you never had a conversation with him in 2001 of 
whether he was ever doing oil business with Iraq? 

Mr. Galloway. ... I never asked him if he was trading in oil. 

* * * 
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Senator Coleman. So in 2003 when you said you did not know whether he 
was doing oil deals, were you telling the truth at that time? 

Mr. Galloway. Yes, I was. I have never known until the Telegraph story 
appeared that he was alleged to be doing oil deals. 

The evidence gathered by the Subcommittee, however, suggests that Galloway was well aware 
that Zureikat was conductisig oil transactions on his behalf. The IIS Letter, dated January 3, 
2000 and authenticated by Tariq Aziz, indicates that Galloway and Zureikat met with an IIS 
officer on December 26, 1999 to discuss, among other subjects, a request to increase the amount 
of oil that had been allocated to them by Aziz. Galloway has confirmed that Zureikat acted as 
his representative in Iraq for all matters relating to the Mariam Appeal. Aziz verified that 
Zureikat was Galloway’s business representative in Iraq and conducted oil transactions for the 
purpose of raising funds for the Mariam Appeal. Zureikat’s commercial activities relating to the 
oil allocations granted to Galloway stretch^ from 2000 through 2003. A significant number of 
Zureikat’s commercial activities resulted in large payments to both Galloway’s wife 
{approximately $150,000) as well as his political campaign, the Mariam Appeal ($446,000). 

As such, Galloway’s testimony to the Subcommittee that he was unaware of the details of 
Zureikaf s business dealings in Iraq was misleading or false. Additionally, Galloway’s testimony 
that he did not know until April 2003 (when the articles in The Daily Telegraph were published) 
that Zureikat had been engaged in oil deals in Iraq was also misleading or false. 

2, Galloway’s Political Campaign - the Mariam Appeal - Received Funding from Oil 
Deals Made Under the Oil-l'or-Food Program 

Galloway’s political campaign, the Mariam Appeal, received at least $446,000 in 
connection with the oil allocations granted to Galloway and the Mariam Appeal under the Oil- 
for-Food Program. For example, in connection with Contract M/08/85 ~ an oil deal made 
possible by the granting of an oil allocation to Galloway - Zureikat ultimately transferred 
$340,000 into the Mariam Appeal account at Lloyds TSB. Zureikat made several additional 
“donations” to the Mariam Appeal relating to oil deals resulting from the oil allocations granted 
to Galloway throughout the course of the Oil-for-Food Program: 


Payments Made By Zureikat to the Mariam Appeal Account 
AT Lloyds TSB Related to Oil-for-Food Contracts 

Phase 

Contract Number 

Payment to Mariam Appeal 

vni 

M/08/35 

S340.000 

IX 

M/09/118 

$30,000 

X 

M/10/38 

(approx) $56,000 

XI 

M/1 1/04 

$20,000 


Total: 

$446,000 


B. Findings Related to Fawaz Zureikat 

The evidence gathered by the Subcommittee indicates that Zureikat made improper 
“surcharge” payments to the Hussein regime amounting to $1,642,000.65 in connection with the 
oil deals under the Oil-for-Food Program that resulted from oil allocations granted by the 
Hussein regime to Galloway and the Mariam Appeal. 


In addition to the approximately $446,000 in payments to die Mariam Appeal known to be connected to oil 
transactions, Zureikat made an additional $230,000 in deposits to die Mariam Appeal over the course of the Oil-for- 
Food Program. It is possible that those additional funds were made by Zureikat as a result of Oil-for-Food contracts 
for humanitarian goods. 
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lAlll.l III- SI KrilARGES^MDBVFvU. 


Allocaticws 

VOl.tME 

(MILLION 

BARRELvS) 


Nominal 

Alixication 

Reopient 


Phase Contract 
Number 


Contracting 

entity 


Surcharges 

Paid 


Fav^Zurdk^ 


Aredio Petroleum 


Fawu ^ireikat 


MEASl 


M/12/14 


Fawaz Zureikat 


MEASl 


Unknown 


SJ.M2An00.(iS 


♦ ♦ ♦ 
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APPENDIX A 


SUBJECT: THE OIL ALLOCATION PROCESS UNDER THE HUSSEIN REGIME 


Under the Oil-for-Food Program, Iraq was permitted to sell its oil and use those proceeds 
to purchase food, medicines, and other humanitarian goods. Despite the Program’s intentions, 
the Hussein regime quickly exploited the Program for its own political purposes. One of its chief 
manipulations was the utilization of “oil allocations” to gamer political influence around the 
globe. 

To understand how the Hussein regime manipulated these oil transactions, one must 
begin with how Iraq sold its cmde oil under the Program. The arm of the Iraqi government that 
managed the sale of Iraqi cmde oil was the State Oil Marketing Organization (“SOMO”). In 
order to manage the volume of oil flowing through its pipelines, Iraq divided its oil supply into 
discrete units, typically ranging from one to 10 million barrels. It then allocated these units to 
prospective oil purchasers, essentially giving those recipients an option to purchase that 
allotment of oil. These options were typically called “allocations.” Assuming that SOMO and 
the purchaser could agree on other contractual terms, such as the loading schedule, the purchaser 
would contract with SOMO and proceed to buy the oil from Iraq. The Iraqis repeated this 
allocation process for each of the 1 3 six-month phases of the Program. 

The recipients of oil allocations were determined by an Iraqi Oil-for-Food committee 
composed of senior Iraqi officials, including Deputy Prime Minister Tariq Aziz and Minister of 
Oil Araer Rashid. The committee was led by the Vice President of Iraq, Taha Yasin 
Ramadan. Every six months, the committee would meet to review the allocations and make 
decisions concerning allocations for the upcoming phase.^'* The Hussein regime used these 
lucrative allocations to further its primary political struggle - ending U.N. sanctions. To that 
end, the Hussein regime primarily favored those individuals and entities from countries on the 
U.N. Security Council. Senior Hussein regime officials and numerous Ministry of Oil 
documents confirm that the regime steered a massive portion of its allocations toward Security 
Council members that were believed by the Hussein regime to support Iraq in its efforts to lift 
sanctions - namely, Russia, France, and China.^*^ 

The committee would, however, evaluate “special requests” made by certain individuals 
around the world who were soliciting allocations.^'^ The principal criterion for granting the 
“special requests” - i.e., granting an oil allocation - was the individual’s support for Iraq.^'^' 
Generally, these secret oil allocations were awarded to “[d]ifferent personalities and parties” and 
“were labeled ‘special allocations’ or ‘gifts. According to the Duelfer Report, such “special 
requests” were granted to international political leaders, U.N, officials, and political parties.^'* 
Once the committee determined the allocations for the upcoming phase, Vice President Ramadan 
would generally discuss the allocations with Saddam Hussein, who had the final approval.^’^ 


Tariq Aziz interview (Apr. 21, 2005); Taha Yasin Ramadan interview (Apr. 18, 2005); Amer Rashid interview 
(Apr. 14, 2005). 

Taha Yasin Ramadan interview (Apr. 18, 2005); Amer Rashid interview (Apr. 14, 2005). 

Tariq Aziz interview (Apr. 21, 2005); Taha Yasin Ramadan interview (Apr, 18, 2005) (describing a “priority list” 
of countries that were supportive of Iraq and were granted preferential treatment in oil allocations); 
Comprehensive Report of the Special Advisor to the DCI on Iraq’s WMD (Sept. 30, 2004), Volume 1 (“Duelfer 
Report”), p. 31. 

Taha Yasin Ramadan interview (Apr. 18, 2005). 

Duelfer Report, p. 30. 

Duelfer Report, p. 30-31; See also Interim Rqport of the IlC (Feb. 3, 2003), at 125 (noting the increase over time 
in the number of special oil allocations “for the benefit of particular individuals or entities that were perceived to 
support or be politically favorable to Iraq”). 

Taha Yasin Ramadan interviews (Apr. 18, 2005, Sept. 27, 2005). 


37 





166 


By granting the rights to purchase oil to a limited number of individuals and entities, the 
regime forced oil purchasers to obtain allocations from those favored few. The allocation 
holders essentially became gatekeepers to Iraqi oil. As gatekeepers, they demanded a 
“commission,” which typically ranged from 3 to 30 cents per barrel. In light of the fact that most 
allocations amounted to millions of bairels of oil, such commissions were quite lucrative, 
reaching hundreds of thousands of dollars per allocation. Therefore, these allocations were 
extremely valuable, and by doling them out to favored individuals and entities, the Hussein 
regime could direct the payment of millions of dollars to a foreign official, political party, or 
journalist without incurring any loss. 

In order to link the allocation grantee with the resultant oil contracts, SOMO developed 
a practice of identifying the allocation grantees with the contracting companies on its charts, 
letters and internal correspondence. The Interim Report of the Independent Inquiry Into the 
United Nations Oil-for-Food Programme (“IlC”) describes SOMO’s practice: 

At first, SOMO’s records primarily refiected only the names of the 
companies designated to purchase the oil, rather than the names of any 
individual beneficiaries of allocations. In time, however, this practice 
caused confusion for the administrators processing the oil contracts, and 
they requested that the intended beneficiaries of the oil allocations be 
identified in the paperwork to facilitate the tracking and handling of the 
allocations and contracts. Consequently, later in the Programme, SOMO 
increasingly began to include the names of those beneficiaries of allocations 
in Its crude oil contract tables. Just as SOMO’s crude oil allocation tables 
reflected the names of these intended beneficiaries, related 
correspondence, memoranda, and records within SOMO’s files identified 
the names of those beneficiaries.^’* 

According to the former Minister of Oil, SOMO typically identified the allocation beneficiary in 
its charts, correspondence, and internal memoranda by stating the name of the purchasing entity 
and placing the name of the allocation recipient in parentheses.^^’ 

♦ ♦ ♦ 


Interim Report of the liC (Feb. 3, 2003), at 125-6 (citations omitted). 
Amer Rashid interview (April 14, 2(X)5). 
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APPENDIX B 


SUBJECT: SUBCOMMITTEE ATTEMPTS TO CONTACT AND INTERVIEW CERTAIN WITNESSES 


George Galloway 

The Subcommittee sent Mr. Galloway a letter on October 3, 2005 requesting an 
interview. The letter indicated that Subcommittee staff was prepared to fly to London to conduct 
the interview. On October 13, 2005, Mr. Galloway declined to be interviewed, but expressed a 
willingness to respond to written questions. The Subcommittee submitted written questions to 
Mr. Galloway on October 14, and Mr. Galloway supplied responses on October 1 7. 

Dr. Amineh Abu-Zayyad 

Subcommittee staff communicated directly with Sabah Al-Mukhtar, a representative of 
Dr. Abu-Zayyad, by telephone and e-mail Staff provided questions for Dr. Abu-Zayyad on 
Tuesday, October 18. Mr. Al-Mukhtar confirmed the receipt of these questions on October 19. 
On October 24, 2005, the Subcommittee received a blanket denial from Dr. Abu-Zayyad. Dr. 
Abu-Zayyad declined to answer any of the specific interrogatories sent to her by the 
Subcommittee. 

Dr. Burhan al-Chalabi 

On October 3, Subcommittee staff sent a letter via Federal Express to Dr. Chalabi 
requesting an interview. Federal Express confirmed that the letter was received at Dr. Chalabi ’s 
business address and signed for by a “K. Kelly” on October 5. Subcommittee staff attempted to 
communicate with Dr. Chalabi on several occasions. Subcommittee staff left detailed voice 
messages for Dr. Chalabi on September 26, October 6, and October 12. To date the 
Subcommittee has not been contacted by Dr. Chalabi. 

Fawaz Zureikat 

Subcommittee staff attempted to communicate with Fawaz Zureikat on several occasions. 
Subcommittee staff sent a letter requesting an interview via Federal Express on October 3 to 
Fawaz Zureikat at his business address. Middle East Advanced Semiconductor, inc. Federal 
Express confirmed that the letter arrived and was signed for by “Mohamad” on October 6. 
Subcommittee staff also sent this letter to Zureikat via e-mail on September 28. Subcommittee 
staff attempted to reach Zureikat via phone on four separate occasions to no avail Staff received 
either a busy signal or a continual ring. In addition, October 19, Subcommittee staff reached 
Neal J. Zureikat, a nephew and employee of Fawaz Zureikat, and left a detailed message with 
him. Neal Zureikat indicated that he would deliver the message to Zureikat. To date the 
Subcommittee has not been contacted by Fawaz Zureikat. 

♦ ♦ ♦ 
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APPENDIX C 


SUBJECT: DISTINCTION BETWEEN THE DOCUMENTS USED BY THE SUBCOMMITTEE AND THE DOCUMENTS 
PUBLISHED IN THE BAIL Y TELEGRAPH AND THE CHRISTIAN SCIENCE MONITOR 


In its investigation into the Oil-for-Food Program, the Subcommittee has relied upon 
documents from multiple sources, including documents obtained from the Iraqi State Oil 
Marketing Organization (“SOMO”). The May 12, 2005 Subcommittee report relating to 
Galloway (“the May 12 Report”) stated that the SOMO documents were different and distinct 
from those featured in articles published by The Daily Telegraph in April 2003. In explaining 
the differences between the SOMO documents and the documents featured in the Telegraph, the 
May 12 Report stated that the Telegraph documents “included correspondence from 1992 and 
1993.” The May 12 Report also stated that the documents were “seemingly forged.” Finally, the 
May 12 Report stated that the Telegraph documents “included allegations that Galloway was on 
the pa)Toll of the Hussein regime, receiving a salary or direct payments.” 

The May 12 Report conflated the contents of the Telegraph documents with the contents 
of documents reported on in The Christian Science Monitor in April 2003, which indeed 
“included correspondence from 1992 and 1993,” were “seemingly forged," and “included 
allegations that Galloway was on the payroll of the Hussein regime, receiving a salary or direct 
payments.” 

In fact, the documents featured by the Telegraph dated from December 1999 through 
May 2000, and did not contain correspondence from 1992 and 1993. The Telegraph documents 
were not “seemingly forged” {nor is there any evidence to date that the Telegraph documents 
were forged). To the contrary, as presented in the report to which this Appendix is attached, 
senior Hussein regime officials - including former Deputy Prime Minister Tariq Aziz - have 
confirmed the authenticity of the Telegraph documents as well as the veracity their contents. 

The authenticity of the documents published by the Telegraph was not at issue in the libel 
lawsuit brought by Galloway. Instead, Galloway claimed that the Telegraph did not provide him 
with an adequate opportunity to respond to the allegations prior to the publication of their stories. 
Galloway also claimed that the total effect of the Telegraph 's extensive coverage of the issues 
surrounding the documents had a defamatory effect. 

A further explanation of the distinction between the documents published by The Daily 
Telegraph and those published by The Christian Science Monitor follows. 


Documents Discovered bv a Reporter from The Daily Telegraph : 

On Saturday, April 19, 2003 a foreign correspondent for The Daily Telegraph named 
David Blair was in Baghdad reporting on the post-war situation.^^® Blair, along with a hired 
interpreter, entered the Ministry of Foreign Affairs with the hope of finding documents relating 
to British Prime Minister Tony Blair. The Ministry was abandoned and unguarded, and there 
were looters going in and coming out. After some initial exploration, Blair came across a room 
that was filled with filing boxes stacked on the floor and on tiers of metal shelves. Blair 
estimates that there were over 200 such boxes in the room. Each box had a small label in Arabic. 
Blair had his translator go through the boxes reading off the labels. Many of the boxes were 
labeled by country, and eventually the translator came across two boxes labeled “Britain” and 
one box labeled “Britain and France.” Flipping through one of the binders from one of the 
“Britain” boxes, Blair found one page that was written in English. This turned out to be the “To 
Whom it May Concern” letter from Galloway naming Zureikat as his representative on all 
matters relating to the Mariam Appeal. Blair and his translator took the three boxes and a few 
loose binders and returned to Blair’s hotel room. Once back at the hotel, Blair had his translator 
go through the binders one by one and translate the gist of each document. Most of the 
documents were routine correspondence and memoranda that one would expect to cross the desk 


The facts surrounding the discovery of the documents are taken from the witness statement of David Blair in 
the case of George Galloway v. Telegraph Group Ltd., Case No. HQ03X02026 (“Teiegraph Lawsuit”). 
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of the Iraqi foreign minister. Having found nothing more of interest, Blair instructed his 
translator to go home for the day. 

The next day, April 20, Blair and Uie traiwlator returned to the Ministry of Foreign 
Affairs and back to the room with the stacks of orange boxes. Blair instructed the translator to 
look for boxes labeled “France.” The translator found one quickly and they left the ministry. 
Returning to his hotel, Blair and the translator again leafed through the folders looking for 
documents of interest. It was during this time when the trmislator discovered the January 3, 2000 
letter written by the head of the Iraqi Intelligence Service (“IIS”). Blair had the IIS letter 
translated and then had the translator identify a handful of other documents relevant to the IIS 
letter. 


Blair considered the possibility that the IIS letter and other relevant documents had been 
forged. In the end, however, Blair believed that the circumstances in which he and his translator 
had discovered the documents favored their authenticity; 

... I thought that it would have been an extraordinarily elaborate exercise to 
forge this intelligence memorandum running to several pages, not to mention 
Tariq Aziz’s letter and Mr Galloway’s signed letter appointing Mr Zureikat 
to act for him. Someone would have had to get hold of the right type of paper 
and forge a signature that matched those that appeared on other documents 
in that folder. They would have had to take that forged document into the 
foreign ministry, [and] find this particular folder in this particular flling-box 


Then they would have had to take the folder apart and insert the document 
into the middle of it - in correct chronological sequence with the other 
documents, rc-bind the folder (using an identical single-bowed knot) and then 
place it back in the Fiiing-box in the room. There was a hand-written index at 
the start of the folder where the documents I refer to above were located 
listing all the documents in it. What I did not know at the time but 
discovered subsequently was that the document initially stapled at the front 
of the intelligence chiePs memorandum was referred to on this index, so any 
forger would have had to forge this (the index] too.^^‘ 

Several articles based on the IIS letter and other relevant documents were published soon 
afterwards in the Telegraph. 

Blair and his translator retuned to the Ministry of Foreign Affairs on April 22. At that 
time, the ministry was guarded by armed men who were members of the Free Iraqi Forces, a 
militia attached to the Iraqi National Congress. The men initially refused to allow Blair entry, 
but he was allowed in several hours later when he returned with two TV crews and a freelance 
photographer, Heathcliff O’Malley. O’Malley took photographs tracing Blair’s route to the 
room that contained the boxes of documents and took photographs of the room itself. Blair did 
not attempt to remove any documents from the ministry that day. O’Malley took photographs of 
the key documents back at Blair’s hotel room. Blair took all of the key documents and binders 
with him when he left Baghdad for London on April 25. The documents remain in the custody 
of the Telegraph. 


Documents Reported Upon bv The Christian Science Monitor . 

The documents that The Christian Science Monitor reported on in April 2003 differ in 
many respects from those discovered by David Blair and reported on in The Daily Telegraph. 
The Christian Science Monitor (“C5Af”) documents, obtained in Iraq by a reporter named Philip 
Smucker, indicated direct payments of more than $10 million to Galloway.^^^ As reported in the 
April 25, 2003 edition of the CSM, the documents included direct orders from the Hussein 
regime to issue Galloway six separate payments, starting in July 1992 and ending in January 
2003. According to the article, these documents were taken from a Baghdad house purported to 
have been used by Saddam Hussein’s son Qusay. The documents were provided to Smucker by 
a purported Iraqi general named Salah Abdel Rasool only after Smucker agreed to pay Rasool’s 
neighbor $800 to translate the documents. 


Witness statement of David Blair from the Telegraph Lawsuit at ^ 49-50. 

The facts relating to the documents published by The Christian Science Monitor are taken from two articles; 
Philip Smucker, Newly found Iraqi files raise heat on British MP, Christian Science Monitor, Apr. 25, 2003, and 
Galloway papers deemed forgeries, Christian Science Monitor, June 20, 2003. 
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The CSM aiticies detailed that the three most recent payment authorizations, beginning 
on April 4, 2000, and ending on January 14, 2003, were for S3 million each. For example, the 
document dated January 14, 2003, was written on Iraqi Republican Guard stationary and 
indicated that a S3 million “gratuity” was issued to Galloway in return for Galloway’s 
“courageous and daring stands against the enemies of Iraq.” This letter was purportedly signed 
by three Iraqi generals as well as Qusay Hussein himself. Another letter dated July 27, 1999, 
authorized a SI million dollar payment to Galloway as agreed upon by Qusay Hussein. The 
CSM articles also cited two letters detailing earlier payments to Galloway in July 1992 and 
October 1993. The October letter indicated a $600,000 payment to Galloway via a 
representative of the directorate of the Iraqi Special Security Organization. 

After the first CSM article appeared on April 25, 2003, an extensive investigation ensued 
stemming from a May 2003 article in The Mail newspaper. The Mail article disputed the 
authenticity of certain documents obtained by The Mail from Salah Abdel Rasool - the same 
person who was the source of CS’A/’s documents. The documents purchased by The Mail also 
purportedly showed payoffs to Galloway by the Hussein regime. After an examination by 
experts, The Mail concluded that the documents that it had purchased from Rasool were fake. 
Rasool also claimed to be in possession of documents “proving” that six of the 19 September 1 1 
hijackers learned to fly in Iraq. 

As a result of CSM's investigation, the newspaper reported in June that the six documents 
detailed in its April 25 article were, in fact, forgeries. This conclusion was based on an 
examination of the documents using both textual analysis and a chemical analysis of the ink used 
on the documents. The June article, for example, indicated that Hassan Mneimneh of the Iraq 
Research and Documentation Project conducted a textual examination and compared the 
Telegraph documents to the CSM documents. After examining copies of the Telegraph’s 
documents, Mr. Mneimneh deemed them to be consistent with other authentic Iraqi documents 
he had seen, but he did not have the same conclusion for the CSM documents. Similarly, the 
article explained that the CSM documents simply could not have been prepared when their dates 
said they were made based on examination by an ink chemist. 

♦ ♦ ♦ 
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APPENDIX D 


SUBJECT: CONVERSATION BETWEEN GALLOWAY AND OIL TRADER # I REGARDING OIL ALLOCATIONS 


After the “Big Ben to Baghdad” bus tour arrived in Iraq and soon after Galloway’s initial 
request to Aziz for oil allocations, Galloway engaged in a detailed conversation with an oil trader 
concerning oil allocations. That conversation, along with the negotiations that followed, 
indicates that Galloway understood the oil allocation process and was personally involved in the 
negotiation and sale of subsequent oil allocations, 'fhe oil trader in question, referred to as “Oil 
Trader #1” throughout this Report, was interviewed at length by the Subcommittee, and the 
account of his conversation with Galloway is presented below.^^^ 

Background on Oil Trader #1 

Oil Trader #1 was an active participant in numerous oil transactions under the Oil-for- 
Food Program. He described his role in those transactions as “primarily trying to obtain 
allocations” and “buying allocations.” In doing so, he had “negotiated many allocations with 
many different people.” He estimated that he had successfully purchased allocations from 12 to 
15 different individuals or entities, and noted that the actual number of allocations purchased was 
far higher because some of those 12-15 allocation grantees had multiple allocations or 
“repetitive” allocations that continued from phase to phase. In total, Oil Trader #1 estimated that 
he had been involved in the purchase of 50-60 million bairels of crude oil under the Program, 
and he estimated that the value of that oil amounted to $1-1.5 billion. 

In searching for allocation holders, Oil Trader #1 spent a significant amount of time in 
Baghdad, traveling there every one or two months and staying for three to four weeks at a time. 
He would slay at the Rashid Hotel, “trying to get allocations.” During one of those stays at the 
Rashid Hotel, Oil Trader #l encountered Galloway. 

Oil Trader #1 Discusses Oil Allocations with Galloway 

Oil Trader #1 stated that he first encountered Galloway while both men were eating at the 
hotel’s buffet. The encounter was not planned - they were simply seated next to each other in 
the restaurant, and happened to strike up a conversation. Although he cannot recall the precise 
date of the encounter, Oil Trader #l remembered that the conversation occurred soon after 
Galloway arrived in Baghdad on the “Big Ben to Baghdad” bus tour in late 1999 because he 
recalled seeing Galloway’s highly decorated, London bus near the hotel. Oil Trader #1 had not 
met Galloway previously, but knew of him from the publicity associated with Galloway’s bus 
tour. 

The oil trader described the ensuing conversation with Galloway as “cordial,” and 
covering a wide array of topics. At some point in the conversation, Galloway inquired as to what 
Oil Trader #1 was doing in Baghdad. According to the oil trader, when he informed Galloway 
that he was in Baghdad to buy oil allocations, Galloway grew quite interested in the 
conversation. Oil Trader #I slated that Galloway was “particularly interested” in the process of 
“translating” oil allocations into commissions. Oil Trader #1 was “basically educating 
[Galloway] on how it worked,” explaining to Galloway the “modus operandi” of how oil 
allocations were monetized. Oil Trader #1 explained to Galloway that the allocations of oil were 
a method for the Hussein regime “to pay for lobbying] for the Iraqi cause.” 

Oil Trader #1 stated that it was clear that either Galloway had already been granted, or he 
was going to receive an allocation of oil in the immediate future, saying; “He [Galloway] had 


Oil Trader #1 requested confidential treatment of his identity because he feared retaliation, including serious 
bodily harm, for his cooperation with the Subcommittee's investigation, fn light of the genuine and reasonable 
concern for his safety, the Subcommittee staff has elected to honor his request and keep his identity confidential, 
in doing so, it should be noted that the use of confidential sources and informants is well-rooted in the 
Subcommittee’s history. See, e.g., S. Hrg. “Medicare Fraud Prevention: Improving the Medicare Enrollment 
Process” (Jan. 29, 1998); S. Hrg, “The Safety of Food Inerts (Part 3): Fraud & Deception in the Food Import 
Process” (Sept. 10, 1998); S. Hrg. “Federal Government Security Clearance Programs” (Apr. 16-25, 1985). 

Oil Trader #1 interview (Aug. 31, 2005). 
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something in hand - he was going to have or already had At some point in the 

conversation, Galloway posed a hypothetical, inquiring how, if he were granted an allocation, he 
would translate that into commission payments. Oil Irader #1 “got the impression that 
[Galloway] had already had a meeting” in which he was offered an allocation, but stated that 
Galloway “did not share details.” At some point in this conversation, Oil Trader #1 also advised 
Galloway to request “the highest amount of allocation.” He also advised Galloway, “do not be 
afraid [of] the allocation because it is a sure way to get paid for lobbying” for the Iraqi cause. 

Believing that Galloway either had an allocation or was going to receive one in the 
immediate future, Oil Trader #1 “expressed serious interest” in buying whatever allocations 
Galloway had been or would be granted. Oil Trader #i wanted to put Galloway “at ease” that he 
was “a serious buyer,” meaning he was an experienced oil trader. As a result, he gave Galloway 
his “background,” describing to Galloway his long history' in the oil business (“since ’85 or 
’86”). Oil Trader #1 also informed Galloway that he was affiliated with the “majority” purchaser 
of a specific grade of Iraqi crude oil, called Basrah Light, and estimated the significant volume of 
Iraqi oil that his affiliates had purchased. He further burnished his credentials as an oil trader, 
telling Galloway that he and his partners “had never not performed” their obligations under oil 
contracts. 

Oil Trader #1 told the Subcommittee that, after he and Galloway discussed oil allocations 
at length and he “expressed serious interest” in Galloway’s allocation, Galloway made several 
noteworthy statements. In sum, according to Oil Trader #1, Galloway stated that either he would 
contact Oil Trader #1 directly to negotiate the sale of an oil allocation or Galloway’s 
“representative in Baghdad” would contact the oil trader’s Baghdad office. Oil Trader #1 
emphasized to the Subcommittee that “[Galloway] said he or his representative in Iraq would 
contact [the oil trader] in connection with the sale of an allocation.” Oil Trader #1 stated that 
Galloway also told him that he would be “happy to contact you because you are a high volume 
buyer of allocations.” Oil Trader #1 reiterated that statement once again, stating; “[Galloway] 
told me that, if he were to obtain an oil allocation, he would contact us directly or indirectly.” To 
that end, Galloway wanted “all of my points of contact,” so Oil Trader #1 and Galloway 
exchanged contact information. 

After meeting with Galloway, Oil Trader #1 conferred with his partners about buying 
Galloway’s allocations. Oil Trader #1 believed that establishing a relationship with Galloway 
would be “attractive.” He argued that Galloway had “a lot of potential” to get large allocations 
because his bus tour attracted “a large amount of fanfare.” 

As detailed in the Report, a few months later, Oil Trader #1 would in fact engage in 
extended negotiations with Galloway’s agent in Baghdad, Fawaz Zureikat. 

♦ ♦ ♦ 


When asked what he meant by the word “it,” Oil Trader #1 confinned that he was referring to an allocation of 
Iraqi crude oil. 
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APPENDIX E 


SUBJECT: NEGOTIATIONS BETWEEN FAWAZ ZUREIKAT, OIL TRADER #1. AND OIL TRADER #2 


Oil Traders Learn of Galloway’s Allocation 

Oil Trader #2 was actively involved in the purchase of oil allocations under the Program. 
He informed the Subcommittee that, from 1998 through 2001, he was “intimately involved in the 
negotiation and purchase of approximately eight (8) oil allocations of Iraqi crude oil.”^^^ Those 
transactions resulted in the purchase of roughly 16 million barrels of Iraqi oil, worth an estimated 
$240 million.’^’ Oil Trader #2’s role in these transactions was to “identify individuals and/or 
entities that had been granted allocations of crude oil from the Government of Iraq,” and 
“arrange meetings concerning the sale of such oil allocations” between his principal and the 
allocation holders.^^*^ According to Oil Trader #1, Oil Trader #2 had “first-class information 
about allocations” through a variety of sources.^"^ As a result, Oil Trader #1 retained Oil Trader 
#2 as a consultant to “help [him] get closer to” allocation holders. 

In the summer of 2000, Oil Trader #2 learned that the Iraqi government had granted an 
allocation of oil to an individual represented by Fawaz Zureikat,^’ Oil Trader #2 understood 
that the individual represented by Zureikat was in fact Galloway, stating: “At that time, I knew 
that the individual that Zureikat represented was a British official named George Galloway 
Oil Trader #2 then explained how he knew that Zureikat represented Galloway: 

Officials of the Iraqi State Oil Marketing Organization confirmed to me 
that Mr. Zureikat represented Mr. Galloway in the sale of Galloway’s 
allocations of Iraqi crude oil. In addition, 1 personally read SOMO 
documents that stated that Mr. Zureikat represented Mr. Galloway with 
respect to Galloway’s oil allocations.”^ 

Moreover, Oil Trader #2 stated that, among the oil traders in Baghdad, it was “common 
knowledge” that Zureikat was Galloway’s representative in connection with the sale of oil 
allocations: 

Lastly, the fact that Mr. Zureikat represented Mr. Galloway with respect 
to oil allocations and other business in Iraq was common knowledge, 
understood by many oil traders with whom 1 had regular contact.^^^ 

After learning that Galloway had been granted an allocation. Oil Trader #2 “contacted Mr. 
Zureikat to inquire about the allocation and whether he was interested in selling it to Italtech,” 
Oil Trader #rs company. Oil Trader #2 stated that he “informed Mr. Zureikat that Italtech 
would be interested in purchasing the allocation of oil.”^^^’ He then “proceeded to arrange a face- 
to-face meeting between Mr. Zureikat and [Oil Trader #1].”^^^ That meeting between Oil Trader 
#1 and Zureikat is described in detail below. 


Oil Trader #2 Witness Statement at ^ 1, 2. (Ex. 22). 
at 1 2. (Ex. 22). 
at1 L(Ex. 22). 

Oil Trader #1 interview (Aug. 31, 2005). 

Oi! Trader #2 Witness Statement at f 3. (Ex. 22). 

(Ex. 22). 

Id at f 3. (Ex. 22). The name of Oil Trader #1’$ company has been redacted from Oil Trader #2’s Witness 
Statement to protect the identity of both Oil Trader #1 and Oi! Trader #2. 

''' id 
Id 
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The Oil Traders Negotiate with Zureikat to Buy Galloway’s Allocation 

The first encounter with Zureikat took place in Oil Trader #\'s office in Baghdad, and 
both Oil Trader #1 and Oil Trader #2 participated in the negotiations.^^® Oil Trader #2 recalled 
that the meeting occurred during Phase VIII of the Program, “approximately in the summer of 
2000 .”^^’ 

Although Oil Trader #2 knew that Zureikat represented Galloway, Oil Trader #1 was 
unfamiliar with Zureikat and sought to verify the identity of the actual allocation holder. Oil 
Trader #1 stated that, when negotiating the purchase of an allocation, he had a “regular business 
practice” of knowing the identity of the alltxiation grantee. He stated that he always knew 
“exactly who the allocation had been granted to,” and “wouldn’t have negotiated [to buy the 
allocation] unless I knew whose allocations were involved.” The negotiations with Zureikat 
were no different, and he sought to learn the identity of the allocation holder that Zureikat 
represented. In fact, according to Oil Trader #1, his desire to know Zureikafs principal was 
especially acute because he did not know Zureikat personally.^"**^ 

Therefore, according to Oil Trader #1, “the first thing I did was make extra sure who 
Zureikat was and who he was representing.”^^’ Oil Trader #1 recalled that, at the outset of the 
meeting, it was declared openly that the allocation under negotiation had been granted to 
Galloway and that Zureikat was representing Galloway. Oil Trader #1 did not recall whether 
that declaration was made by his consultant (Oil Trader #2) or by Zureikat, and confirmed in his 
testimony that “it was clearly stated at the meeting by either [Oil Trader #2] or Fawaz Zureikat 
that the allocation had been granted to George Galloway and that Fawaz Zureikat was acting as 
the representative of George Galloway in the sale of the allocation.”^'*^ Oil Trader #1 stated that, 
from the conversation at this meeting, he was “100% sure” that Zureikat was representing 
Galloway in the negotiations to sell the oil allocation.^*’^ He later stated that he was “certain” 
that the allocation was indeed Galloway’s.^'*^ 

After verifying tlie identity of the allocation holder. Oil Trader #l proceeded to negotiate 
the terms of the transaction with Zureikat. Oil Trader #1 stated that it was “a straightforward 
negotiation.” The negotiation focused on several different terms, including the volume of oil that 
Oil Trader #1 could buy and the date of the lifting of the oil. The “main issue” of the 
negotiation, however, was the rate of commission that Oil Trader #1 would pay Zureikat and 
Galloway for the allocation and the dale of payment of such a commission. 

Oil Trader #2 told the Subcommittee that Oil Trader #1 “negotiated with Mr. Zureikat the 
rate of commission that Italtech would pay in exchange for the oil allocation.”^'^’^ He described 
the negotiation as follows: 

[Oil Trader #1] offered to pay a commission of 8 cents per barrel for 
Kirkuk and 12 cents per barrel of Basra. Initially, Mr. Zureikat agreed to 


238 Qjj ^2 Witness Statement at ^ 6 (stating that he “attended and participated in that meeting with [Oil 

Trader #1]”). (Ex. 22). OilTrader#! interview (Aug. 31, 2005). 

Id. at ^ 6. (Ex. 22). Oil Trader #2 explained why he remembered that the negotiation with Zureikat occurred in 
the summer of 2000, stating: “To the best of my recollection, this meeting took place during phase 8 of the 
Program. I recall that [Oil Trader #1’$ company] received its own oil allocation in approximately December 2000, 
at the beginning of phase 9. The meeting with Mr. Zureikat occurred a few months before that, approximately in 
the summer of 2000.” Id. 

Oil Trader #1 interview (Aug. 3 1 , 2005). 


Id. 

Oil Trader #1 interview (Aug. 31, 2005). Although Oil Trader #2’s Witness Statement does not indicate that 
Galloway’s name was mentioned during the negotiation, he stated on at least four different occasions that he 
understood that Zmeikat represented Galloway in the sale of the allocation. See. e,g, Oil Trader #2 Witness 
Statement at ^ 4 (stating “I knew that the individual that Mr. Zureikat represented was a British official named 
George Galloway”), f 7 (stating “1 understood that, in referring to his client, Mr, Zureikat meant Mr, Galloway”), 
^ 8 (stating “Once again, I understood that, in referring to his client, Mr. Zureikat meant Mr, Galloway”), f 9 
(referring to “Mr. Zureikat and his client, Mr. Galloway”). (Ex. 22). 

Oil Trader#! interview (Aug. 31, 2005). 

Oil Trader #1 interview (Aug. 31, 2005). 

246 Qji jj-ajjgj. interview (Aug. 31, 2005). 

Oil Trader #2 Witness Statement at ^ 7. (Ex. 22). 
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this commission structure and a hand written draft of a contract was 
prepared between Italtech and Mr. Znreikat.^'** 

Before the written agreement could be finaliz^ however, Zureikat told Oil Trader #1 and Oil 
Trader #2 that he needed to communicate with his client to get approval. Oil Trader #2 stated 
that: “I understood that, in referring to his client, Mr, Zureikat meant Mr. Galloway.”^^” 
Similarly, Oil Trader #1 explained that he understood he was “negotiating with Galloway, not 
Fawaz Zureikat.”^^’ 

The following day, Zureikat contacted Oil Trader #2 to continue the negotiation over 
Galloway’s allocation.^^^ Oil Trader #2 stated: “Mr. Zureikat contacted me and stated that his client 
w'anled 20 cents a barrel and that he would not accept a lower commission for Kirkuk Oil Trader 

#2 reiterated that, “in referring to his client, Mr. Zureikat meant Mr. Galloway.”^^"* 

After Zureikat’s counter-proposal, the negotiations between Oil Trader #1 and Fawaz Zureikat 
failed. Oil Trader #1 explained that he had a^ed to Zureikat’s demand for a 20-cent commission, but 
nonetheless, the contract was never executed.^ According to both Oil Trader #1 and Oil Trader #2, no 
contract was signed between Oil Trader #rs company and Zureikat: “Although the preliminary offer 
between [Oil Trader #l’s company] and Mr. Zureikat had been drafted, the deal ultimately fell 
through and [Oil Trader #i’s company] did not purchase the oil allocation from Mr. Zureikat and 
his client, Mr. Galloway.”^^^ 

♦ ♦ ♦ 


Oil Trader #2 Witness Statement at ^ 7. (Ex. 22). The terms “Kirkuk” and “Basra” refer to the two grades of 
crude oil authorized for export from Iraq under the Program. "Kirkuk” refers to oil exported the Kirkuk- 
Yumurtalik pipeline through Turkey, and “Basra” refers to die oil exported from the Mina al-Bakr oil terminal, 
near Basra. See, e.g. Memorandum Of Understanding Between The Secretariat Of The United Nations And The 
Government Of Iraq On The Implementation Of Security Council Resolution 986 (1995), Section IV, % 16. 

Oil Trader #2 Witness Statement at f 7. (Ex. 22). 

Oil Trader #1 interview (Aug. 31, 2005). 

Oil Trader #2 Witness Statement at f 8. (Ex. 22). 

Id. 

Oil Trader#! interview (Aug. 31, 2005). 

Oil Trader #2 Witness Statement at ^ 9. (Ex. 22). 
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APPENDIX F 


SUBJECT: GALLOWAY’S STATEMENTS IN A BRITISH COURT AND FAILURE TO REGISTER INTERESTS 
RELATED TO THE O1L-FOR-FOO0 TRANSACTIONS 


The Subcommittee has uncovered evidence that during Galloway’s libel suit against The Daily 
Telegraph, Galloway made false statements under oath before a British court. In addition, Galloway 
appears to have violated the Code of Conduct for Members of Parliament by failing to disclose the 
payments from Zureikat to Galloway’s wife and the Mariam Appeal arising from oil transactions. These 
matters are discussed in detail below. 

1. Galloway Knowingly Made False or Misleading Statements Under Oath Before a 
British Court 

The Subcommittee’s evidence demonstrates that, in addition to false or misleading 
statements made before the Subcommittee, Galloway kaiowingly made false or misleading 
statements under oath before a British tribunal holding a trial in connection with the lawsuit 
brought by Galloway against The Daily Telegraph. Galloway made several general and specific 
denials regarding the allegations made the articles published by the Telegraph. One such 
specific denial was that the Mariam Appeal had received funds from Zureikat that he had in turn 
received from the Iraqi government: 

Q. [Mr. Price): And they (the documents published by The Daily 
Telegraph] show large amounts of money being paid out of the Iraqi 
regime into the Mariam Appeal? 

A. (Mr. Galloway): Are you now saying that is true? 

Q. (Mr. Price): Well, that is what they show, is it not? 

A. [Mr. Galloway): That is what the documents appear to show. 

Q. (Mr. Price): Yes. And so the question is, is it not, what does Mr. 

Zureikat say about this, because the overwhelming likelihood is that the 
money would have gone to Mr. Zureikat as your representative in 
Baghdad, and from him into the Mariam Appeal; is that not right? 

A. [Mr. Galloway): If it were true, but It is not.”’ 

As indicated in the findings relating to Galloway’s statements before the Subcommittee, the 
evidence gathered by the Subcommittee indicates that the Mariam Appeal received at least 
$446,000 in transfers from Zureikat in connection with the oil allocations granted under the Oil* 
for*Food Program. 

Additionally, Galloway denied that he met with an officer of the Iraqi Intelligence 
Service on December 26 (“Boxing Day”), 1999. That denial came when Galloway was asked 
what he would have done differently had be been given sufficient time to review and respond to 
the allegations contained in the articles published by the Telegraph. When asked what he would 
have done differently, Galloway responded: 

... I would, for example, have spoken to the person named in the 
documents, Zureikat, to ask how they could conceivably have thought that 
lie and I had a meeting with an Iraqi intelligence officer. I would have 
elicited from him the answer that this allegation Is completely false. I 
know now from my discussions with him what I was doing on Boxing Day 
when I was not meeting an Iraqi intelligence officer. 

As indicated in the findings relating to Galloway’s statements before the Subcommittee, the IIS 
Letter, which was authenticated by Tariq Aziz, indicates that Galloway had indeed met with an 
IIS officer on December 26, 1999.^^^ 


Trial transcript from the Telegraph Lawsuit (Nov. 15, 2(W4) (Day 1). 

Trial transcript from the Telegraph Lawsuit (Nov. 15, 2(K)4) (Day !). 

N.B. When recently asked by the Subcommittee whether he had met with any Iraqi government official on 
December 26, 1999, Galloway’s answer was non-responsive: “On Christmas Day 1999 I attended a lunch with Mr 
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2. Galloway Failed to Register Inter^ts Related to the Oll-for-Food Transactions 

Pursuant to the Code of Conduct for Members of Parliament, Members of the House of 
Commons are required to disclose financial interests.’^ George Galloway did not disclose any 
of the transfers from Zureikat to his wife or the Mariam Appeal that resulted from the Oil for 
Food transactions.^^' The figure below is a reproduction of the Register of Interests published in 
January 2001, reflecting activities in 2000. 

Several provisions of the Register of Interests might have required Galloway to disclose 
the transactions related to the Oil for Food Program. For instance, the Register requires the 
disclosure of gifts or “material advantage” received by a Member’s spouse greater than £550. 
Section 5 of the Register of Interests requires disclosure of “Gifts, benefits and hospitality” from 
sources in the U.K., requiring registration of: 

any gift or material advantage received by the Member or the Member’s 
spouse or partner from a United Kingdom source, which in any way 
relates to membership of the House. Tangible gifts and other benefits over 
£550 (1% of a Member’s salary) in value must be registered. 

Section 7 of the Register applies the requirements of Section 5 to benefits and gifts from 
overseas sources: 

This section is subject to the same rules as section 5, but covers gifts and 
benefits from overseas rather than UK sources. 

Therefore, Section 7 of the Register of Interests might apply to the $150,000 payment to 
Galloway’s wife and required disclosure. In addition to Section 7 of the Register of Interests, 
other provisions, such as Section 4 (“Sponsorship or financial or material support”) and Section 
10 (“Miscellaneous and unremunerated interests”), might have required that Galloway register 
the payments from Zureikat to his wife and the Mariam Appeal. 


Tariq Aziz. There were others present including I think one minister, the minister for culture.” See Galloway’s 
response to Subcommittee’s interrogatories. (Ex. 1). 

Rule 16, Code of Conduct for Members of Parliament (requiring disclosure of pecuniary interests in Register of 
Members’ Interests). 

Excerpts of Register of Members’ Interests (1999 ttirou^2002). 
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WRITTEN QUESTIONS FOR GEORGE GALLOWAY. MP 


(1) A copy of a one-page letter which appears to be signed by you and addressed to “To 
Whom It May Concern" has been provided to you. Are you familiar with this letter? 

Yes. 

(2) Did you sign this letter certifying that Farvaz Ziireikat was your representative in 
Baghdad on all matters related to the Mariam Appeal? 

Yes. 

(3) Can you confirm the authenticity of the “To Whom It May Concern” letter? 

Yes. 

(4) The “To Whom It May Concern” letter was reportedly discovered by a reporter for The 
Daily Telegraph named David Blair. At the trial of your suit against the newspaper, Mr. 
Blair testified regarding the circumstances of the discovery of the letter and other 
documents within the Iraqi Ministry of Foreign Affairs. Do you have any reason to doubt 
Mr. Blair’s sworn testimony regarding the discovery of the “To Whom It May Concern” 
letter and the other documents? 

Yes I do. and will make a parliamentar}- statement on same upon the conclusion of the 
Daily telegraph 's appeal. 

(5) As you may know, the “To Whom It May Concern” letter was attached to a 5-page letter 
from the head of the Iraqi Intelligence Service to the Iraqi President’s Office (“the IIS 
letter”). A copy of a translation of that letter has been provided to you. Are you familiar 
with the contents of the IIS letter? 

Yes. 

(6) Is it your position that the IIS letter is a forgery? 

My position is that it is fake; it could be a forgery like other documents but whoever 
wrote it whenever and for whatever reason it describes things which never happened and 
contains information which is flatly false. 

(a) If so, what is the basis of that position? 

(b) Have you or your legal counsel had an opportunity to review the IIS letter or any 
of the other documents discovered by David Blair? 

Yes; I understand they were photocopies. The High Court proceedings are I believe 
available. 


Permanent Subcommittee on lnvfsti2ations 

Galloway Testimony Report 


EXHIBIT#! 




181 


(7) The IIS letter indicates that on or about December 26, 1999 you and Fawaz Zureikat met 
with an officer of the IIS. Did you in fact meet with an officer of the IIS on or about 
December 26, 1999? 

No. 

(8) If not, did you meet with any member of the Iraqi government or any Iraqi official on or 
about December 26, 1999? 

On Christmas Day 1999 / attended a lunch with Mr Tariq Aziz. There were others 
present including I think one minister, the minister for culture. 

(9) On or about December 26, 1999, did you inform any person that Fawaz Zureikat was 
your only representative in all matters concerning the Mariam Campaign and for taking 
care of your future projects for the benefit of Iraq? 

No. 

(10) On or about December 26, 1999, did you inform any person that you did not want your 
name or your wife’s name mentioned in connection with any commercial aspect of 
Fawaz Zureikat’s activities on your behalf? 

No - he performed none on my behalf 

(1 1) On or about December 26, 1999, did you inform any person that you planned to perform 
any of the following activities: (a) arrange visits for Iraqi sports and arts delegations to 
Britain; (b) broadcasting programs for the benefit of Iraq; (c) locate Iraq On Line for the 
benefit of Iraq on the internet; or (d) mobilize British personalities to support the Iraqi 
position? 

No. 

(12) On or about December 26, 1999, did you inform any person that the aforementioned 
plaimed activities required financial support? 

No. 

(13) On or about December 26, 1999, did you inform any person that the Mariam Appeal had 
received financial support from Sheikh Zayed from the United Arab Emirates but that the 
financial support given by Sheikh Zayed was “limited and volatile” because it depended 
on his personal temper as well as economic and political changes? 

No. 
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(14) On or about December 26, 1999, did you inform any person that you had obtained, 
through Tariq Aziz, three million barrels of oil every six months through the oil-for-food 
program? 

No - and / had not. 

(15) On or about December 26, 1999, did you inform any person you had “obtained a limited 
number of food contracts with the Ministry of Trade”? 

No - and I had not. 

(16) On or about December 26, 1999, did you make a request to any person for an increase in 
your share of oil? 

No -I had no share of oil. 

(17) On or about December 26, 1999, did you make a request to any person to be granted 
certain contractual rights with the Ministry of Industry and the Electricity Commission? 

No. 

(18) On or about December 26, 1999, did you inform any person that you had entered into a 
partnership with Burhan Mahmoud Chalabi to sign for your oil contracts? 

No- 1 had not so entered any partnership and had no oil contracts. 

(19) Did you ever discuss with Tariq Aziz the possibility of Iraq providing financial support 
for the Mariam Appeal? 

No. 

(20) Did Tariq Aziz ever offer any financial support for the Mariam Appeal or any other of 
your political activities? 

No. 

(21) Did Tariq Aziz ever offer you allocations of Iraqi crude oil (“oil allocations”) for the 
purpose of providing financial assistance to the Mariam Appeal? 

No. 

(22) Did any Iraqi official other than Tariq Aziz ever offer you oil allocations for the purpose 
of providing financial assistance to the Mariam Appeal? 

No. 
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(23) Have you ever discussed oil allocations with Saddam Hussein? 

No. 

(24) Did you ever discuss with Fawaz Zureikat the possibility of Iraq providing financial 
support for the Mariam Appeal? 

No. 

(25) Did Tariq Aziz ever offer any financial support to Fawaz Zureikat for the Mariam 
Appeal? 

I have no idea. 

(26) Have you ever discussed oil allocations with Fawaz Zureikat? 

Since the Daily Telegraph articles, yes, previously no. 

(27) Did Tariq Aziz ever offer Fawaz Zureikat oil allocations for the purpose of providing 
financial assistance to the Mariam Appeal? 

How can I know that? 

(28) Did any Iraqi official other than Tariq Aziz ever offer Fawaz Zureikat oil allocations for 
the purpose of providing financial assistance to the Mariam Appeal? 

How can I know that? 

(29) Have you ever spoken with Fawaz Zureikat regarding the IIS letter or its contents? 

Yes. 

(a) If not, why not? 

(b) If so, what was discussed? 

What its meaning could be and what could be its provenance. 

(30) Did Fawaz Zureikat transfer any funds to any bank account in your name in connection 
with any oil transaction, oil allocation, contract, or any other Oil-for-Food related deal? 

No. 

(31) Did Fawaz Zureikat transfer any funds to any bank account in the name of any of the 
individuals or entities listed below in connection with any oil transaction, oil allocation, 
other contract, or any Oil-for-Food related deal: 
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I have no knowledge of Mr Zureikat’s business affairs. 


(a) AVL Media? 

(b) Mariam Appeal? 

(c) Ron McKay? 

(d) Stuart Halford? 

(e) Dr. Burhan A!-Chalabi? 

(0 Dr. Amineh Abu-Zayyad? 

(32) If Fawaz Zureikat did forward any funds in connection with any Oil-for-Food transaction 
to any of the individuals or entities listed in the previous question, please indicate; 

(a) the amounts and dates of such transfers, 

(b) why Fawaz Zureikat transferred such funds to those individuals, and 

(c) when you learned of any such transfers. 

(33) Aside from any transfers related to any Oil-for-Food transactions that are responsive to 
the three previous questions, please indicate whether Fawaz Zureikat transferred any 
funds to the above entities or individuals for any other reason at any point from January 
1, 1997 through the present. 

How can I know that? 

(34) Have you ever spoken with Dr. Burhan Chalabi regarding the IIS letter or its contents? 
Yes. 

(a) If not, why not? 

(b) If so, what was discussed? 

As previous. 

(35) Please describe the history of your relationship with Dr. Burhan Chalabi. 

Dr Chalabi and I were campaigners against war and sanctions living in the same city. 
We were also present together in Iraq on at least three occasions. 
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(36) Payments totaling at least £7,637.50 were made from the Mariam Appeal account at 
Lloyds TSB to the law firm of Denton, Wilde Sapte. For what reason(s) were those 
payments made? 

Legal fees / presume: they at one time acted for the Mariam Appeal. 

(37) Payments totaling at least £74,872 were withdrawn in cash from the Mariam Appeal 
account at Lloyds TSB. For what reason(s) were those cash withdrawals made? 

I think the Charity Commission is the best source of this answer; I do know that the 
sanctions busting flight from London to Baghdad was paid in cash - which would explain 
the lion 's share of it, 

(38) A check for £200 was written in favor of Lucy Galloway from the Mariam Appeal 
account at Lloyds TSB on or about January 18, 1999. For what reason(s) was that 
payment made? 

Wages for a short term piece of work. 

(39) A check for £15,000 was written in favor of Humming Bird Motors from the Mariam 
Appeal account at the National Bank of Abu Dhabi on or about November 1 1 , 1999. For 
what reason(s) was that payment made? 

I have never heard of this company but a vehicle for the Appeal ’s director was purchased 
around this time. 

(40) A check for £22,558.38 was written in favor of Broadfields, a land rover dealership, from 
the Mariam Appeal account at the National Bank of Abu Dhabi on or about June 29, 
1 999. For what reason(s) was that payment made? 

For the Land Rover which preceded the Big Ben to Baghdad Bus. 

(41) Payments totaling at least £44,205 were made from the Mariam Appeal account at Lloyds 
TSB to an entity called “AVL Media Ltd.” 

(a) What was the purpose of those payments? 

Payment for a daily internet news service and e-mail drop to thousands of people all over 
the world about the impact of sanctions and war against Iraq. 

(b) Did AVL Media have any connection to a concern called “Arab TV” or “ATV”? 
You should ask them. 

(42) Do you have any knowledge regarding an effort by Fawaz Zureikat and others to 
establish an Arab satellite television station in England? If so, please elaborate. 
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You should ask them. 

(43) Did you visit Morocco in early 2003? 

Yes I believe so. 

(a) If so, did Fawaz Zureikal visit you while you were in Morocco? 

No. 

(b) If so, did Fawaz Zureikat bring with him any funds from one of his bank accounts 
in Jordan? 

(44) Who is Elaine Laing and what was her affiliation with the Mariam Appeal? 

I have no idea - again the Charity Commission may be the best people to answer this. 

Statement of Truth 

I believe that the facts stated in my response to the questions herein are true. 

Signed 

George Galloway MP 

George Galloway 
17.10.05 

Dated 


7 



187 


G Galloway 
Pint 
22^ July 2004 
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GEORGE GAIiOWAY MP 


AND 
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TELEGRAPH GROUP LIMITED 


Qf^duiaiij 


WITNESS STATEMENT 
OF GEORGE GALLOWAY 


I. GEORGE GALLOWAY MP, of House of Commons, London SWIA OAA, WILL SAY AS 
FOLLOWS: 

Qaclcg-mund 


1. I am, and have been since 1992, the Member of Parliament for Glasgow Kelvin. I was the 
Member of Parliament for Glasgow Hillhead between 1987 and 1992. 
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I joined the Lebour Pany at die age of tiaitteen in 1967. I saved die patty at all levels from 
Ward ofiSca diroo#! CLP of&ce. election agent, fnll-dme patty o^aniset, id being die 

youngest evachainnanofthe Labour Patty in Scotland. I remained a memba until » 

Octoba 2003 when I was espeDed from the party frit apparently ‘•bringing die Ubout 
Party into distqiute”. 1 deal with this expulsion stpatately below. 


3. In the build to the bitet miHtaty action against Iraq I was one of die leaders of the Stop 

the War Coalid^n which has otgasised miUicms of British people to demonstrate against 
the war, the ocaq>aiioas and the future wars being planned. As such I have been the 
keynott; speaW at xah^ and meetings all over die country as we tried to mount 
democratic pressure on MPs and die Government to halt die war and end the occt^aoon. 
These meetings have been hugely attended and I have a continuing diary of such 
engagements all over die cotmtiy. 

4. 1 am a founding member of "R.£.S.P£.C.X» die Unity Coalition”, a new political 
movement launched out of the anti-war movement to challenge Tony Blaic*$ New Labour^ 
K.E.S.PX.C.T., which stands for "Respect, Equality, Sodalism, Peace, Environment, 
Communi^ and Trade Unionism”, si^ports, among many odaer things, an end to war and 
occi^ation in Iraq and die severing of the "spedal leladonsh^” with George W. Bush. Ita 
Foundation Conference on 25 January 2004 was attended by nearly 1^00 activists. 

5. I have a regular column in a Sunday newspaper and I also write for many odbers. I 
hequendy appear cm radio and television here and abroad I have a regular one-hour slot 
on American radio, I appear on Radio France International and I frequendy ^>ear on Ar^ 
u^evriicm. 
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Jhe aniclM roniplaincd of ia t ll M acttap 

6. On 22 and 23 April 2003 die Daily Td^nph ftbe Telegiaph") published a aeries of 

articles about me. These attides (Appendix 1) claimed dial I had been in the pay of 
Saddam Hussein and his r^ime, secretly recehring at least £375,000 a year &om k The 
artides that I had made TCty substantial secret profits fiom Saddam Hussein and 

his regime, firstly by receiving monies from the “Oil for Food" Programme (apparently I 
received 10 to 15 cents pec barrel of 3 million barrels of oil every 6 months) and secondly 
by receiving a percentage of the profits of die number of fimd contracts I had obtained 
with the Iraqi Ministry of Trade. It was allied that I was not satisfied with die very 
substantial personal profits that the Tdegraph claimed I had made so had (at a meeting on 
26 December 1999) asked an Iraqi intelligence agent for even more money fist myselC 
Finally, the Teh^rapfa claimed that I had used the Mariam Appeal as a fiont to conceal my 
secret commercial dealings with die Iraqi inttUigence service (throu^ which commercial 
dealings I sou^t to obtain very substantial sums of money for myself. 

7. The allegations made by the Tel^raph ate very serious and extremely damaghig. They are 
all fidse. The Telegraph does not say that they are true. 

8. The Tel^raph's story resulted in their allegations beuig repeated diroughout the British 
media and, indeed, the wodd. In fiict, in an article endded "We stand by scot^ dial led the 
news” (Appendix 2) the Telegraph ^oried in die fact diat their story had . .dominated 
pohdcal debate in Britain yesterday and generated intense interest around the wodd. News 
programmes on radio and television led with reports of the story, which made headlines on 
every continent” The fiont-page lead was nominated at the British Press Awards 2004 for 
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“Fiont Cora of du Yeai'’. I ua continuaQy cos&onied by these tllegstions srhidi ate 
lepeated viituallf evof rime I am mentioned by the press and media. 

9. As a result of these Telegraph articles I was hounded by reporters &om around rite wodd at 
my home in Portugal As the Telegcaph itself pointed out, riiese accusations undermined 
the Anti-War Movement and my role in it The Telegtaph revelled in riiis, as can be seen 
hrom the editorial entitled "Saddam's Little Helper” (which is in Appendix 1) 

10. Asa result of rile Telqpaph atrides (or at rise same time as riiey were publishei^ I also &ced 
investigations by rise Parhamentary Commissioner and the Charity Commission. I also 
bleed expulsion &om the Labour Party. I deal wirii each of these below but fed that sB of 
riiese issues and the riming of riiem srere a campaign against me which results direcriy bom 
my vodfeious opposition to the recent tivi] conilict 

The Parliatni-ntatv rnillini..inn>r 

11. Asa direct result of the Telegraph's allegations the Parliamentary Commissioner for 
S tand a r ds commenced an investigation against me which is currenriy in Ihnbo pending die 
outcome of this action. In a statement made on 6 May 2003 it was armounced by Sir Pbi%> 
Mawer (die Commissionet) that he was "beginning preliminary inquiries into die alli^rion 
reported by the Daily Tel^paph that Mr Geo^ Galloway MP received some ^75,000 
from die former Iraqi Government and had not declared this in the Rt^ter of Members' 
Inttrests”. As Sir Philqi pointed out "The allegations against Mr Galloway are seaiotts. .." 

(Appendix 3). The Commissioner can recommend that a Member ^jologise to the House, 

niqiose a penalty (osua% suspension) or recommend the expulsion of a Member if they 
iqihold the complaint 
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The Charity CnmnusBOa 

12. On 24 April 2003, two d«ys after riie articles complained of were published the Charity 
Commission opened an intrestigation into the Mariam Appeal The invest^tion was 
ordered by the Attorney General, Lord Goldsmith. For me this was a politically inspired 
move, payback for my vociferous opposition to the war and strong oiricism of leading 
government offtdals including the Prime Minister, Mr Blair. 


13. The cruJt of the allegations that I feced was drat I had used charitahle funds to finance 
political activities in breach of charity law. As the Tel^ph itself reported (Appendix 4), 
die Inquiry really wanted to inveatigate die funding of tr^s I had made to Iraq and which 
were paid for by the Mariam Appeal I have attached the r^rt that tbe Chariqr 
Commission published together with dieir Press Release (Appendix 5). Simon GiBeapie 
(die Charity Commission's Director of Operations) confirmed that TThe Commission's 
thorough Inquiry found no evidence to suggest that the large amounts of money given to 
the Mariam Appeal were not propedy used.” 

14. I never intended the Mariam Appeal to be a charity. It had always had a dual purpose as set 
out below. Despite this die Commission found that die funds raised by die Mariam A^ieal 
were charitable but that die founders of the Appeal were unaware diat we bad created a 
charity. The Commission also found that 

* The major funders of die Appeal were the United Amb an individual 

finm Saudi Arabia (who was in fact Abdullah bin Abdulaziz al-Saud, die Crown 
Prince of Saudi Arabia) and Fawaz ZureikBt 
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. Someof*e»ctiTiaeiof&eAppedwereix)lmcdbyn»tuit,inpatt^^ 

campaign to end sanctions against Iraq. TTiese poBtical acliviiies were ancillaiy in 
Mfctmg of ejqjenditure to die purposes of die Matiam Appeal. Hie trustees coidd 
reasonably have formed die Tiew that this would hare die napaet of enabl i ng 
treatment for sick children. 

• That Mariam Hamza’s treatment and aftercare were funded by the Appeal 

• That two of the trustees (one of whom was my wife) teceieed “unauthorised 
benefits" in the form of salary payments from the Appeal's funds. These payments 
were not made in bad &idi and the services provided were of value to the Appeal 
The Ezecutive Committee of the Appeal consideted that these payments were 
necessary. 


1 5. The Commission announced it would be taking no further action in respect of the Mariam 
Appeal 

Mv expulsion from the Labour Party 

16. My opposition to die war in Iraq led to my expulsion from the Labour Party. The Patty I 
was expelled from was not the Patty 1 first became a member of some thirty six years ago. I 
will not set out here the many things that have seen the party become a grotesque caricature 
of what die Labour Party once stood for. To my mind the Labour Party has alienated its 
core supporters. I was willing to stay in die party and fight for a return to its values, but 
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obTiousij my exptilsioQ hu closed thst route for me ind I am now free to cake a poHtiad 
and electoial batde to dae Ptime Ministet. 

17. I&cedfiee chaiges, each of whkfa related to die e^iession of my views in celadon to the 
Iraq war. As such the National Constitutional Committee (T^CC^ did not teali r have 
junsdicdon to condemn me, the patty rules prohibiting diis. The NCC got round this by 
accepting die Nadonal Executive Committee pcesenter’s contendon that the chafes against 
me weie nothing to do with e:q>tessioa but lathet about incitement and thceats. This was 
palpable nonsense, espedaliy as it was accepted diat *intention’ was no pan of the case 
against me. 

18. As die eapulsion happened after the publicadon of the acdcles complained of I will not go 
into great detail Suffice to saj dut the evidence in st^ipon of the charges against me was a 
shambles but I was always convinced that diis ‘show trial’ would end in my eapulsion. 

19. The charges brought against me by the Labour Patty did not directly relate to the allegations 
made by the Telegraph. But, as the Tdegnqih itself bragged in an ardcle by Andrew 
Sparrow on 24 October 2003 ’The Telegraph story is not direedy relevant Labour did not 
use it as part of its evidence against the MP and the party accepts that he had the n^t to 
try to clear his n a me in the Courts. But, interestingly, it was not until 6 May 2003, after die 
Telegraph story, dut Labour decided to suspend Mr Galloway. . .” (Appendix 


Mv interest in die Arab cause 

20. I first became involved in the Palestinian cause in 1975 foHowing a rbvf..-e ^ , 

young Pales tin i an student named Sa’ad Jabaji, a representative of die General Unkm fin 
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Palestiiiuii Students tt Dundee Unieetsil^. He had come to discuss the Palestinian cause 
with someone &om the Labour Patty and, as 1 had responsMity in the local patty fot 
international a£6uis, and there was nobody else there, I listened to him. Since that day die 
Palestinian issue and dje btoadei Arabic cause has become an article of &ith fot me. 

21 1 6rst risited the Middle East in the summet of 1977 widi a collective bunch of around 25 

people from across the country. I arnred in Beirut during a brief pause in die country’s 
vidous Civil War. 1 visited Palestinian refugee camps where 1 wimessed three genccadons 
of refugees living in appalling unsanitary poverty. The trip was a life-changing episode. 
Althou^ it was a difficult dedsioo for me to make the journey back to Scotland, barely a 
week after my return I made a pledge in the Tavern Bar in Dundee’s Hawkfaill District, to 
devote the rest of my life to die Palestinian and Arab cause, whatever the consequences for 
my own political future. 

22. In 1 pan 1 w«« instmmeiml in arranging iwinnmg of wW, P aleMinian trmm 

of Nablus, in the Isiaeli-oc a i p ied West Bank. We invited their Mayor Bassam Al Sbaaka, 
as a guest in our Annual PesdvaL My involvement in Arab affiurs was growing wider and 
deeper. I r^ulariy travelled to Beirut and became closer to Yasser Arafat, but was also 
visinng Syria, Morocco, Egypt and most other Arab countries. 

Mv views on Sarfd.m Huaaein*a Iraq 

23. By the time of die first Gulf War in 1991 1 had visited almost every Arab country, the most 
important exc^don being Iraq. I could not have visited Iraq as 1 was a known and 
vociferous opponent of die Saddam Hussein r^ime and believe I would have been arrested. 
I was one of die first to join die campaign against repression and for democratic rights in 
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(CARDRl) in the kte 1970« and I acted as the contact point vidiin die Dundee Labour 
mottement for the dissemination of and-Saridam info rm a tio n. I b^ieved dbat S addam 
Hussein’s regime was a bmtal dictatorsfa;^, one of the worst in die Middle East At this 
time, however, Saddam was die blue-ef ed boy of Biitain and Amenca, which were doing a 
roaring trade of aB kinds widt him , including arms. Thus I was pleased m be able to say 
while under attack as an “apologist” for Saddam Hussein that 1 used to be outside the Iraqi 
Embassy in London demonstrating for democracy and human rights while Biiiish 
businessmen and Ministers were inside selling guns and gas. 

24. When Iraq invaded Iran in 1980 it did so at die behest of countries like Britain and America 
which armed it and financed it It was only after the Iraqi “victory” in the war, when 
Saddam Husseio emerged with a million man army, equ^ed with the best diat British 
taspayers’ money could buy, that his former paymasters, armourers, apologists and 
mouthpieces, b^an to get nervous. 

25. The attack on die people of Halabja, whete Iraqi forces fired chemical weapons into a 
Kurdish village killing a large number of civilians, many of them children, happened at a 
time when the West was siqiporting Iraq. Saddam Hussein had chemical we^»ns because 
the West had supplied them to him. I was against Saddam Hussein and his bnitsl rt^iffle in 
Iraq. The difference is that I was always against him I met Saddam Hussein twice, die tame 
number of times as Donald Rumsfeld. The difference between Rumsfeld and myself it diat 
he was visiting Saddam Hussein to sell weapons of mass destructioo and give him 
surveillaoce photographs to better target them, whereas I met him only to try to avert mote 
war, mote killing and more s uffering 
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My anti-wa r rampaiFn inr fPart l> 


26. The lecorery of Kuwtit to Iraq bad been a natioDal aitide of fiudi during aB previous Iraqi 
governments. For Iraqis of all political persuasions, Kuwait bad been stolen &om the 
motherland by Great Britain, ibe former colonial pwm. In the 400-year Ottoman eta, 
Kuwait bad been part of tbe govemorate of Basra, a sm^ province in an enqrire ruled for 

ftom Istaobul. Tbe area now known as Kuwan was part of die larger Iraqi whole. 

27. In 2990 1 vnrs an enemy of die Iraqi regime as I have set out above. The synq^adiy I had 
for formes colonies undoing the faV» boundaries of imperialism could not sr^port dxe 
naked aggression committed against Kuwait Yet as we moved ominously towards a 
cataclysmic wax, I made my stand with die people of Iraq. Tbe differences X had with the 
Iraqi ngtme were not as great as diose that I had with dse bigger villains of imperialism. 

The US and its byal auxiliary Great Britain were preparing to invade Kuwait not out of 
concern for the £&te of small nations, not for die higb-Bown reasons they advan^d. My 
belief was that diis was a was for oil: the big powers were anxious to stop an Arab 
nationalist govexmnent increasing its share of the world’s oil reserves. There was much talk 
of Iraq as a dictatorsh^. Yet Kuwait was governed from top to bottom, not by one party, 
but by one funily, as I set out in a motion in die House of Commons in January 1991 . I 
briieved it was also a war for Israel, to cut down to size a potenriahy troublesome Arab 
government I bdieved die result reversing an invasion - would not justify the 

28. Tbe 1991 Gulf War was intellectually quite difficult for many to oppose. There was a 
pretext Iraq had been wrong to invade Kuwait and extremely foolish not to withdmw mice 
it saw the certain ccmsequences. There was an intexnatiooal consensus amfuig stams, «ndi 
even Arab umies lining \ 2 p alongside die big Western powers. Despite diis I, dare Short 
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MP and others maintained a princyled and spirited exposition widiin P ari ia m ent. We and 
4e great majority of the British left took vp our places in die ranks of the Stop the Wat 
movement (Part 1, as it turned out). 

Mv support for die Iiaoi peoplc 

29. I vehemendy opposed die use of non-miliiaiy sanedons against Iraq after the first Golf War 
and canqiaigned against It seemed to me that 23 million peo|de had been reduced to 

one man, Saddam Hussein, who bad been to demonised diat thereafter any aiines against 

the 23 million could be, and wete, justified. Saddam Hussein committed real and senoos 
crimes against the people of Iraq, most of them duiing the period he was a key fiiend and 
customer of the West. But his dimes do not compare with those committed against Iraq 
by us, in die name of human tights and democracy. 

30. Pethxs a miDioo Iraqi dtildren died in an embargo which killed a child every siz minutes of 
every day and night. 

31. For five years following die end of die first Gulf War, Iiaq was not allowed to sell a drop of 

oil, its only means of earning money for die multitude of things it had to inqiott Even 
after die introduction of die oO-fbr-ftiod programme in 1995, essentials such as vitamins 
and insulio wete banned, being officially neither food nor medicine. Any potentially "dual 
use” items, including x>rsy equ^ment, computers, detergent and almost all spare parts were 
also harmed. The cu mulati ve effect of war and sanedons had caused the health in 

Iraq to descend into a state of fieefidL Most children got sick widi water-borne 

The sewage and water systems were in a state of collapse and could not be repaired. 
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Diseues long-»go banished, such as dyseottry, kwashioskot, tj^houi, yellow Jew and 
cholera, returned with a vengeance. 

Mv pamp a |ipy''?P apainet aanctions and the Mariam Anneal 

32. I first visited with die father of the House of Commons, Tam DalycU MP, in 1993 and 
went on to be a leading figure in die international coalidon against sanctions in Iraq. We 
organised conferences, rilliea, published matetitl, performed campaigning events and our 
work paved the way for the huge rnalirifm against die war which developed in Britain after 
9/11 when it became clear diat President Bush was intent on endless war. 

33. Since my first visit to Iraq in 1993 1 returned to the country on a number of occasions and 
in 1998, 1 set up the Eme^ency Committee on Iraq to address the serious problems faring 
the people of diat country. The Committee opposed non-military sanctions against die 
Iraqi people and condemned military action against Iraq. 

34. Over the weekend of 14 and 15 March 1998 1 visited Iraq to sec for myself the effect of 
sanctions on the people of Iraq and, in particular, on the health of children and others who 
seemed to be subject to a cancer qiidemic caused by the uranium t^ed weapoas used in 
the first Gulf Wat. I wanted to cheek out first hand the pli^t of the people - pardcukiiy 
children — in the country and where aid could be most usefully applied. My view was that 
people were starving in Iraq and dying for the want of the most simple medicines and that I 
could not stand back and let diis continue without trying to do something about it 

35. I was appalled by the conditions I found in hospitals in Iraq and found totally unacceptable 
the way the ordinary people of Iraq (and, in particular, die children) were beir« made to 
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suffer for political gneroices between wodd powers- I fiauad ibe hcaltb service on the 
vei^ of collapse and met doctors who were dose to tcaa ^en teHiag us that, foey 
had the knowledge and expertise to treat children who were dying, diey were being 
prevented from doing so by the sanctions r egim e. I was shocked by the potential cancer 
cpidenuc that leexnedm be emogiagm Iraq, espcbaHy the effea it appeared to be having 
on children. It seemed to me particulariy horrific that these children were not receiving die 
proper care because of the sanctions regane when it speared that foe cause of foe c a n c er 
might be foe aranhim t^ped bullets and shells used during foe attack on Iruj in 
1991. It was during one of these hospitsl visiB foat I came across M a ri a m Hamza. 

36. Mariam vns foe first I met, in foe first bed in foe first ward, on a mtir of a Ba^&dad 

hospital's oncology unit in Marfo 1998. came £tom an area in foe south of Iraq foat 

was bombarded by Allied aheDa and bullets tq>ped wifo depleted tiranhim in foe first Gulf 
War. I had been told, but did not know for fuie, diat there had been a six-fold increase in 
childhood cancers in Iraq since foe was and many experts bdieve foat foe radioactive 
nuTerial may be responsible. I felt aomefoing should be done to find out if this was foe 
case. It seemed to me foat [foe phgbt Mariam and foe ofoer children in that Bagdad 
hospital hi^dighted foe many reasons why sanctions were so wrong. I was de^ly mov«l 
by Madam’s pli^c and indeed the plight of foe ofoer children in the Bagdad hospital but I 
knew foat I could not physically he^ foem alL I knew foat if Madam stayed in foe filthy 
squalor of foe hospital wifoout foe right medidne in foe d^t combination she would die. 
Both foe Bibite and foe Koran declare that to save foe life of one child is to save all 
btimanity. I knew I mutt try to save her life. 

37. In April 1998, 1 bzoi^t Madam Hamza to Britain for medical treatment for her 
Of cotirse I also.hoped font her presence in Britain would have a benefida! effret on 
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Bdtish policy. I bcou^t het to Britain to san bee life lod to highii^t the pU^t undei 
sancrions of die millions of Mariatm left behind. I hoped that a aucceasfid campaign 
against sanctions would help save those children suffering so brutally under sancrions. I 
had initially wanted Mariam to be cared for by dae world-Bunoos Royal Marsden Ho^ntal 
near London, bowerer they refused to acc^t her on the grounds diat het case was the 
centre of “political conttOTersy”. I therefore arranged for her to be treated at Glasgow's 
Royal Hospital for Sick Otildren at Yorithill, in my constituency. Ihe initial press etwee^ 
was extremely hostile, eeen tfaou^ children (com other wars and conflicts hare t^;ulaify 
been “mercy-treated” by British hospitals. Indeed many have since &om Iraq - including 
another Iraqi child called Mariam after the inrasion — either for government propaganda 
reasons or out of Chtisrian charity. However, despite the press storm, flom the beginnii^ 
members of the public brought ni^tdothes, teddy beats and money for Mariam and her 
grandmother. Slowly the press began to come round to her cause. 

38. Bringing Mati a m to UK foe treatment signalied foe founding of foe Manam Appeal^ a 
poUtkal r a m^M i gn that would wotic all over foe world to highlight foe itiniarifw in 
under sanctions and campaign for foe Ixfong of foe embargo while at foe same 
to treat Mariam . In this sense foe ^peal had a dual purpose. If sanctioos were to be liftird, 
all tiu; Mariams left behind could be treated p ro p er ly and maybe sacked. This my 
and I never made any bones about foe dual purpose of foe appeal I knew instinctive^ foat 
this duld personified the stiffeting of foe Ixuji people under foe embargo. Xn 2002 foe 
oiganisasfon ceased to exist However, during its lifetime, in addition to bringing Mariam 
to Glasgow treatment, it took a red London bus on a rftmpaTgning tour 6tom Big Ben 

to Baghdad, where force million Iraqis turned out to receive us. It also took medicines to 

Iraq, and broke foe air embargo by flying from London to foe besic^ Iraqi oqjital It also 
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funded various visits to Iraq and elsesrfiete to continue the campaign against lie use of 
sanctions in Iraq. 


Mv anti-W iir eampaigninf fPait 21 

39. My opposition to the 2003 war in Iraq is well known. I believe the war to have been 
immoral, illegal, unnecessaiy and counter-productive. I believe this view to be consistent 
with that of many of my fellow MPs and many millions of voters. I believe it to be 
consistent widi that o( amongst oiheis, die French, Gennan and Russian governments and 
of the majority of the membets of die European Union and die United Nattons. I believe 
die consequences of this illegal star for international reladons and for the United 
Kingdom’s standing in international reladons is disastrous. Any attempt by the 
government of the United Kingdom to condemn fiirdier acts of ill^al aggression by other 
nadons xeill be seen as grossly hypoctidcal by the intemadonal community. 

40. I am of the view that die sear in Iraq was a direct result of n^jime change in die United 
States. I believe diat die Bush administration was determined to force regime change in 
Iraq and that diis was die primary motive of this war. I believe that the attenqit to justify 
the war on die grounds that we needed to nd Iraq of weapons of mass destrucdon was 
disingenuous and a deHbetate attempt to mislead. Had George Bush not been i-lected. I 
have no doubt that this war would not have htqipened. 

41. If a nadon is going to war, I beheveit is a right and duty of everyone, and (espedaJfy) every 
elected ofBdal, to be led by his or her conscience and speak out honestly about it. I believe 
dut if a nadon is to embark on war, it should be one hundred percent convinced that the 
war IS legal and necessary. I do not believe that die nadon or its leaders were so convinced. 
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It is xny belief xnasy of &e deniocietically elected Messbexs of Fwdxtxneot let die 
country down by not challenging die case for war Toci&iously enougii. The direct 
consequence of this is, I beliere, diat this country went to war when it was unnecessary and 
illegal 

42 The war was opposed by three of die fire permanent Secunty Counci l Members (F r a n ce, 

and Russia) and widiout die agreement of the European Union or eeen NATO. Two 
Cabinet Ministers resigned over the war (^bin Cook and dare Short); John De nh a m, 

Lord Hunt and six Padiamentary Pnvate Secretanes also stepped down and 139 Labour 
MP's voted against militaty action (Appendix 7). The British public took to the streets in 
their millions to protest against die wax. AB of diis was ignored by a Prime Minister 
determined, above all, to support America — even if this meant building a case for war that 
could not be justified. 

43. On 15 February 2003, two million people mardied dirou^ the streets of London in protest 
at the proposed military action m Iraq. This was Britain’s biggest ever protest march. On 
23 March 2003, tome 3 days after Britiah troops had invaded Iraq, some 200,000 marched 
through London and, again, listened to speeches in Hyde Park in protest against the 
involvement of Bntith troops in Iraq. The Stop die War Coalition (Part 2) is Btham's most 
diverse polincal movement. Support for the Stop the War Coalition crosses die boundaries 
of age, religion and political penuasioiL 

44. We have now seen the Hutton and Buder reports. It is my belief that many of those who 
had supported a war or were neutral about it now feel they were badly misled and that had 
they known then what they knew now they would have joined those rwaTvKmg against die 
war. 
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TheTekytaph 

45. As I state above, &e Telegts^h does not say diat *e claims it made about me are true, 
tather dtey rely on **Quali£ed Pcivil^e” which I undctstand to be a “good joutnaJism” 
dcfrttrf In essence die Tel^tapb is saying that it was en ot i e d to publish what it did about 
me (regaidless of whether it is true or 61se) because the information it publisbed was of 
importance to the public (that is, they had a duty to publish) and they behaved reasonably 
and responsibility in publishing the tnarerial, 

46. From a layman’s poinc of view, it it hard to stomach the fact that the Tel^raph can mahe 
die grave end outcageous allegations it has about me and yet it is not prepared to say diat 
they are true. I also find it hard to understand how the Tdegttph can claim to have acted 
leasonably and lesponaibiy in publishing such serious auctions and I do not believe they 
had a duty to publish. 


f~-nmTOCnt pn the Telegranh’t Defence 

47. Where I am able to, I wish to comment on die Telegraph’s Defence. Obviously some of 
the issues raised in die Defence are matters for legal argument while odiers raise issues 
about which I have no knowledge. 


At paragr^h 7.1 of the Defence die Telegcaph states diat being an politician I must 
accept that my acdoiu ate propedy subject to media scrutiny and comment Indeed I do 
accept diis, but I do not accept that my actions are propedy subject to imprcqiet 
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scmtiny or conunaa based on fiUse fsets. I do not diink d« siikks compUined of 
constituted ptopet scrutiny of or comment on my actions. 

49. At patagraph 12 the Tel^ph states that I hare beea a long standing and outspoken airic 
of the wax i^ainst Iiaq and a can^aigner for Efimg economic sanctions in^sed against 
Iraq by the United Nations. These &cts arc true, as I hare set out aborc. The Telegraph 
goes on to say that I was an “apologist” for Saddam Hussein and diat I took a |»o-lxaq 
stance. As I Mt out abore, I ha^ ncrer been an ape^ogist fca: Saddam Husadn but, for the 
reasons I hare already stated, I have taken a stance as a supporter of die Iraqi people. I 
hare never sou^t or received payment &om Saddam Hussem or his regime as an 
inducement for expressing views or taking actions.. 

50. At paxagt^h 7.2(1) the Telegraph draws attention to a visit I made to Baghdad in Januazy 
1994. That visit caused a stir in die British media. Unfortunately, some words I used were 
taken out of context and mian^zted, to suggest diat I had praised Saddam Hussein. I had 
not done so: my record of opposicion to him and his regime was long-standing and weQ- 
known. In what I said, I had intended to salute (and, as £sr as I was concerned, 1 had 
saluted) not Saddam Hussein or his xegune in Baghdad, but the “courage, strengdi and 
iode&dgabili^* of the Iraqi people. hindsight, I can see diat my choice of words was 
unfortunate. The first 1 knew about die media fuss was on my asival back at Headizow 
sixport I immediately made cleac, publicly, diat I had saluted die suffering people of Iraq, 
not S a dd a m Hussein. Soon afterwards I publicly expressed my regyet for any offimee 
caused to relatives of British victims of the Gulf War in 1991 by what I had said. My 
public stamments at du: time tefUct my disappointment at how my remarks had been 
interpreted (Appendix S). 
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51 . Of course, I had arrived m Iraq from Palestiae and had beea deqslf iipset by the billet and 
brutal reality of life in daatcounixf. Iraq was a sea of misery at diis dme. Iraqi chiidreo were 
dying at the rate of one eve r y six znmums. Mwt of diese children were too young erar to 
know that they were Iraqis, they were being slau^tered by sanctions purely because dtey 
were Iraqis. The day before my iil*&ted comments I had listened at the door of a labour 
ward while a woman gave birth by caesarean section, widiout anaesthedn Yet despitt: all 
this suffering die Iraqi posple continued to resist and hold firm against tbo^ vdio widied to 
divide and bzeak them. 

52. At paragraph 7.2(2) the Telegraph refers to public criticism of me by Ann Clwyd MP at 
about die time 1 brought Mariam Hamxa back £com Iraq. I was not aware drat she had 
described me as an “apologist** for Saddam Hussein, althou^ I was aware that she was 
critical of my stance over Mariam Hamaa. Ann Owyd is enrided to her view but I dbagiee 
with her. I disagree with bet and odurs vdio were critical over my stance widi Mariam 
Hamza for die reasons set out above. I refute die aH^don that I was an apologist for 
Saddam Hussein. I do not see why Ann Ciwyd*s views are relevant to die issues in 
actioa. 

53. At pazagnph 7.2(3) die Tdegtaph refers to a debate in die House of Commons on 3 
November 1998. In that ddiate, I said udiat I believed to be true and ti ght. I laiTe attached 
die extract ffom Hansard which records diis debate (Appendix 9) and would add die 
following. Soitt Kittei; fo rm e r UN arms inspector and member of the United Nadems 
Special Commisskm on Iraq (UNSCOM), admitted wodcing with Israeli mtoSigence 
(Appendix 10). Further, it has been widely iqiorted by many authoritative i^endes 
^eluding the BBQ that members of UNSCOM were in fiict spies (see Appendix 11). The 
fia is diat Scott Ritter, Ridbard Buder (Executive Chairman of UNSCOlv^ and David Kay 
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i Mrf mirlear weapons inspectot for UNSCOM in 1991-199^ hwe admitted diat 
UNSCOM recruited from dte intelligence community and that, -when t^xtanret returned 
to dreit respectitre countiies, would most likely hare debriefed their intelligence 
communities (Appendbt 12). I betieeed dtis eras true. 

54. At paragraph 7.2(4) dre Tel^t^h refers to a Homan Rights Conference in Iraq in 
December 1998 at which 1 was a speaker. I acknowledged at that conference the 
widespread abuses that occumed in Iraq and stated that the impact of sanctions, which led 
to die deaths of dsousands of Itaqi citizens, oeerpowered them. I stated drat, conqiared to 
the devastating inqiact of sanctions on die people of Iraq, “all odrer infringements of 
hbeities are almost by definition smaller”. I gave this speech because I sincetely beSeved 
(md still do) that the use of non-military sancrions against Iraq, which resulied in the death 
of maybe mote than a milHon hmocent Iraqis, most of them childten, was wrong. 

55. At paragraph 7.2(5) die Telqt^h refers to my trip fiom London to Baghdad on a ted 
London bus. This was part of the Mariam Appeal's canqiaign against sancrions. We 
crossed diree continents, eleven countries and fifteen thousand kdomectes on a mission 
that took sixty days and btou^t together an eclectic bunch of labour activists, ex-student 
radicals, musicians, bus-dtivets, vegetarians — and a professional pall-bearet. For the fin»1 
1^ fiom Amm a n to Bag^idad, we were joined by activists fiom France, Morocco, Alg eria, 
Tu nisia, Egypt and Jotdan. All this we did in an attempt to draw to die worid’s arrtviri/wi 
the phght of the people of Iraq after years of devastating sanctions. In public meerings 
every nigjit and in uncountable media intervie ws myself and the many others involved in 
the pio|ect laid into the policy of sanctions and war on Iraq, as a policy of mass murder I 
did so because I was pissbnate about the cause. As we said on the fiont of die bus, die 
tty itself was financed by die ruler of die UAE, Sheikb Zayed. 
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56. At pangapfa 72(Q the Td^taph refers » one ttp I made to Iiaq in Much 2000. Ondris 
occasion I ms acconqjanied by Ewen MacAakfll, whose article recounting the tr^ was 
published in The Guardian on 16 March 2000. This article is attached at Appendii 13. 

57. At paragraph 7.2(7) the Telegiaph refers to an interview published in the Sunday Times on 
4 March 2001 but does not include the contest of the words quoted. I attach the article 
(Appendix 14). I make die point dut Saddam Husteio is no worse than many dictators 
that Britain at that rime sras happy to do business with; I do not suggest that Saddam 
Hussein is a good guy. Funnily enou^ in their editorial following the release of The Buder 
Report on July 15* 2004, the Telegraph makes a similar point sttting 'There was a matrix of 
powerful reasons for tripling Saddam, not merely for die brutal way in which he ran hia 
country (diere are other despots, after all, whom we do not attack) . . . ’. 

56. lam not sure what point the Telegraph is seeldog to make at paragraph 7.2(8). It it of 
course a &ct dial Else documents have surfaced suggesting a link between the Saddam 
Hussein regime and A1 Qaeda. We have also seen that Britain has subsequently been mVen 
to war based on faulty and over.egged intelligence. We also know d»t sections of our 
security services have previously concocted documents and all^dons against people who 
ate rocking die Government boat Examples ate die Zinoviev letter through the 
destabilisation of Harold Wilson’s Government to the role of the state in the miners' strike. 

I have attached die foil ardete I wrote in The Guardian (Appendix 15) and in which I spoke 
out against the proposed war in Iraq. 

59. At paragraph 72(9) the Telegraph refers to a debate in the House of Commons on 6 Matdi 

2002. I anach the extract ftom Hansard which records diis debate (Appendix IQ 
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\rijich I spoke out, amon^ other diiiigs.agiinjt&e'wai in laq. Dutmg the couise of die 
debate, Ben Btadshaw MP, in ■•«ning me an “apcdt^t” and a “mouthpiece lot the Itaqi 
regime”, a rleai- imputatioo of dishonour against me which struck at the heart of 
political beliefe. I immediately objected diat Mr Bradshaw had told a lie about me and I 
therefore demanded that he widuhaw the statement The Deputy Speaker subsequently 
suspended die sitting of the House. Later that day the Prime Minister’s o&aal 
spokesperson (TMOS*) made a statement, as recorded in die '^im briefing on 6 March 
2002 (Appeudht 17), that “in our view, Mr Bradshaw had not oretstepped the made”. It is 
clear fiom die record of the bdefing diat neidier die Prime Minister nor die PMOS even 
knew what it was Mr Bradshaw had said ^since I bad railed Mr Bradshaw a liar, not vice 
versa). In any event diose remarks were superseded when, die following day, bodi Mr 
Bradshaw and I made personal statements to the House (Appendix 18). Mr Bradshaw 
acc^ted that he should not have said what he did and apologised for the ofiTence caused. I 
cannot see the relevance to the Telegraph’s case of Mr Bradshaw’s (voluntariiy) withdrawn 
statements, or die PMOS’ misinformed biiefiog. I am not sure how this episode siqipotts 
the Tel^taph’s case. 

60. At patagiapb 7.2(10) the Telegraph refers to anaincle I wrote concetrung my meeting with 

Saddam Hussein in August 2002, published in The Mail on Sunday on 1 1 August 2002 
(Appendix 1^. On that occasion I had asked to see Saddam Hussein because I wanted 
personal^ to appeal to him to allow the United Nations weapons inspeemrs to return to 
Iraq. At that stage I knew diat even a climb-down by Iraq and die re-admittance of 
inapectoti mi^t wdl not be enou^ to stop the clear and present danger of an Amerieaii 
invasion. But I dioughtitwas arortb a tty. I bore with me no good news for Saddam, otdy 
an extreme^ pessimistic analysis of the likelihood of svar and my earnest pka on behalf of 
Dr Blix’s re-admittance. 
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61. At it end of the intemew Saddam looked me snaigfat in tie eye and told me “we do not 
hare weapons of mast desttuction". At the time I was deeply despondent about his reply. 
In ttu* I did not believe him. However, as it turns out, the tymnt was telling the truth and 
it was Geo^ Bush and Tony Blair, die self-appointed leaders of die civilised wotU, who 

werenot Saddam Hussein did allow the weapons inspectors to return to Iraq - and a &t 

lot of good it did him. 

62. At paragr^h 7.2(11) die Telegraph refers to an artide I wrote entitled *'Bkir*« about to 
open the gatci of HeII^ published in die Mail on Sunday on 19 January 2003 (Appends 
20). In that ardek I eipressed my view that Geo^ Bush had already nuule tq* his mind to 
invade Imq, irrespective of the findings of UN asnsinspeema. Sadly, many of my 
prediedons, such as the e]q>ectadon of “suichle missions, car bombs, and dnve-by 
shootings” have since come to pass. 

63. At paragraph 7JZ(12) die Telegraph sets out what it alleges I said on Abu Dhabi TV in Aptii 
2003. In fact the Telc^ph is wrong in claiming that in this interview I .called on Bnddi 
troops CD disobey died orders because they were unlawful*. As I set out below I have said 
that I believe the war in Iraq to be iU^aL I have also said diat British soldiers should 
disobey ilh^al orders. However, the Telegraph mistakenly says I made these fgmaTkg m the 
Abu Dhabi interview. 

64. A BBC monitoring service report of my Abu Dhabi TV in ter view was relted upon by die 

Labour Party in their case to eapel me. This report appears to recemi a translation (ftxnQ 
Arabic to E n gj fcth) of an eadier txansladoo (&om Fji girch to Arabic) of what I said. The 

report is not, therefore, a verbatim record of my interview. The Tel^raph rfawi* that 1 
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Slid the Allies attacked Izai] like wokes, bat dtis is not mie: it is Bush and Blair tritom I 
was as wohtes. I cndcised them, not Bniish troops. Tie Tel^taph says that I 

u^ed die Arab wodd to rise tqj and loll British troops, but diis is not true. I made clear diat 
it was not realistic for a non-Iraqi army to defend Iraq. I also called on Bush and Blair to 
stop the war and to return to the UN Security Council I hare canqtaigned against pterions 
conflicts involring Britisb troops. My political ideology is based on the prevention, not die 
escalatioii, of war. 

65. It is also not tnie diat I called for the 'West to be celled* by cutting oS oil supplies. I 
thou^t that those Arab countries that were st^lying the Allies with oil and letting diem 
use dieir land for missile attacks were in the wrong. I also thou^t diey could have he^ed 
prevent what I saw as an illegal war, if they bad made a stand When Iraq had invaded 
Kuwait in 1991, Arab countries had formed part of the force that attacked Iraq. This time 
there were no Arab armies siqipotting the invasion of Iraq and 1 believe that rhi« was 
because die war did not have Arab support 

66. It is true that I called on British soldiers to disobey orders. I did this in an in ter v iew by 
the ITV News Ch a nn el At the rime some British soldiers were refusing to follow some 
orders. 


On die basis of a gross misinterpretation of my interview on Abu Dhabi TV, The Sun 
accused me of being a traitor. I had not betrayed my conscience or my duty as a 
parliamentarian to ^leak out against what I saw as a crime being committed by my 
government Not had I betrayed the armed forces personnel - those who bad done that 
were die “donkeys” who sent them in to harm’s way on die basis of a pack of lies. My 
response to The Sun’s accusations against me included: 
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"The wolves aie Bush and Bhdt, not the soldies. The soldieis aie lions led 
by donkeys, sent to IdU and be killed. 

As for being a traitor, the people who have betrayed diis country are those 
who have sold it to a htieign power and a^o have been the mis er a bl e 
surrogates of a bigger power for reasons very few people in Bntain 
understand ... 

Given that I believe this invasion is illegal, it follows that the only people 
fighting legally are the Ira^, who ate defending their country. 

The best thing Bndsb troops can do is to tefuse to obey ill^l orders." 


68. For years, for conferences, tallies, receptions and even a daily internet biiefing for 
thousands — the Iraq Sanctions Monitor — I travelled tens of dtoustnds of miles in nxf 
canqsaign against sanctions. My associates and I drove ourselves to the point of exhaustion 
and sorely tested the patience of some of our closest fidends and family. We did dais 
because we believed that it was rig^t to do so. 

69. At paragraph 7.3 the Telq;taph refers to die Mariam Appeal, which I helped to set in 

1998 for the reasons set out above. As set out above this Appeal has been die subject of a 
thotou^ inquiry by the datity Commission. 

70. At paragraph 7.4 die Telegnqih states that I refused to disclose any accounts or indicate the 
sources of funding to the M a riam Appeal This is not true. When their journalist Andrew 
Sparrow called me on 21* April 2003, 1 volunteered to him that the Mariam Appeal “bad 
important and wealthy benefirctors, like die royal fimady of the UAE, the royal (amif of 
Saudi Arabia and we had the very generous suppon of Fawaz Zureikat.’ This volunteered 
information was confirmed when the Charity Commission later reported. 
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71. Duriag a House of Commons d^te on 29 June 1999 1 dedaied mf intexest in Ac Mati a m 
Appeal and stated diat it had xeceived si^porr itom the Govemznents of Saudi Azahia and 
the UA£ (Appendix 21). The Manam Appeal made public statements about the soun^ of 
its funding. Sheildi Zayed’s sponsoish^ of die Mariam Appeals’ Big Ben to Ba£M*<^ 
mission was zepozted by CNN (Appendix 2Z), induded in die Mari a m Appeal’s 
pzomotional material (Appendix "25) and even advenised on die bus hself 

72. At patagzaph 7.5 die Tel^aph states that I changed die object of the Mariam Appeal once 
Mariam Imd zecdved her treatment This is not correct In fact, » set out abovt^ die 
Mariam Appeal always had a dual purpose. There was nothing wrong with die Appeal 
paying for overseas tx^is, as the Charity Commission has found. 1 disclosed that die 
Mariam Appeal had paid for expenses relating to overseas visits I made* relating to the 
campaign to end sanctions in Iraq, in the Register of Members’ Interests (Appendix 24). 

73. The Sunday Ttmes’ axncle on 21 May 2000, m udiich the Telegraph refers, which stated 
that the UA£ bad contributed to the Mariam Appeal This was not a new revelation; I had 
publicly stated this in the House of Commons almost a year previously (as I say above). 

"^hc Times’ report, published on 5 April 2003, diat die Mariam Appeal paid for my 
overseas trips was based on die Registet of Members' Interests. This artide led to the 
inquiry the Cha n ty C ommi ssion, which cleared me of any wrong doing in respect of 
these Q^s. The Sunday Times then prc-en^ited the publication of the Charity 
Commission s npott with an article claiming die Cbari^ Commission had found me g *«^«y 
of misusing funds on a political ca mp aign. In foct, the opposite is true. 

74. At paiagraph 7.31, *e Telegnph utem tbmt *e acong editor on 21 April 2003, Mr 

Darbyshite, was convinced rijat die informarion in the Iraqi documents and dte quesriont 
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Acf raised wc« senous aad “deserved investigatioD by die proper autbormes” aad M 
public scrutmy; he discussed die matter widi the editor. If die documents “deserved 
invesdgadoQ by die proper authocituis’*, such sn invest^atioo shouki have been done 
before the serious all^tions were published to die wodd at large. The reality is dut vdicn 
they went m print on 21 April 2003, die Telegraph had onfy got dirM: documents 
translamd. They were not to know diat diete was not anodier document suggesting diat die 
ones transla ted were a try on, a joke or the work of smneone trying to hoodwink the 
intelligence services. Ihey wera not to know whether the odier documents made other 
spurious claims about other public figures. They rushed to publish a “scoop”. These was 
no duty, and it was irtesponsible, to publish diese very damaging fidse allegations so qukkiy 
and before any invesdgadon by “the proper audioriries” had been carried oul 

75. At paragraph 7.33 the Telegraph claims that it “was scrupulous to ensure that the discovery 
of die Iraqi documents and dieii cononts were put, in detaiT* to me. It gora on to claim 
that one of its journalists, Andrew Spaoow, put die facts of dig diurrwrq y of the Iraqi 
documents and their contents in detail to me and obtained my comments. Although I 
spoke to Andrew Spatrow, he did not put die facts of the discovery of die documents and 
their content to me in detail, but rather gave the briefest summary of their conmnt and no 
proper detail as to how they were discovered. The Telegraph did not gjve me a fiui or 
proper cqipmtunity to cemsidet the aB^dons it intended to make against me or to a 
full and considexed response. Of course, the Telegraph could have given me die 
opportunity to sec die documents and their translations of them, so that I could ^ 
considered response. It did not do so. Further, the allegation put to me by Mr Spatrow was 
that the M a ri a m Appeal had recerved sums from the Iraqi regime - not dut 'Galloway was 
in Saddam's pay* as die front page of the Telegraph screamed on 22"* ApxB 2JQ03. Under a 
sub-heading dut read Taboui MP 'received at least £375,000 a year" the Telegraph's 
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coroage that day staiB *0*0^ GaBoway, da Labour backbencher, tecewed money feom 
c.j,i,m Hussein’s regime, taking a slice of 02 earnings worth at least £375,000 a year, 
according to Iraqi intelligence documents found by the Daily Tel^raph in B^dad. The 
auction diat I had personally xeceieed vast amounts of money was not put to me by Mr 
Sparrow (or anyone else) before publication. 


76. I did not have die documents before me that Mr Sparrow was referring to and (contrary to 
what is stated in die articles complained of) he did not read out to me the content of diose 
documents but rather gave me a summary of dieir contents. I was also not told that the 
Telegcqih intended to publish its story die next day. 


77. Given the seriousness of the auctions the Telegraph was about to make and the extent of 
the Telegraph’s coverage on 22 and 23 AptQ 2003, it is instructive to examine exactly what 
infoimation Mr Sparrow gave me On the question of discovery Mr Sparrow informed me 
only diat 'Documents have come to li^t in Baghdad*; that a document had been found 5n 
the foreign ministry’; and that aome other documents dated ‘February of dut year’ had 
come to light. This should be conqiared to the detad of what the Telegraph published (and 
in pardcuiar David Blair’s article ‘How I found the papers in the looted ministtyO and vriiat 
die Tel^rapb pleads in its defence about the discovery of documents. The Telegr^b relies 
on die circumstances of how die documents were found and the condition they were 
found in to siqiport dieir contention that they believed die documents to be audiendc. At 
paragraph 7.26, it states one reason why Mr Blair believed that die documents were 
audientic was that they were bound in files with odier documents that bad crests, 

signatures and m a tking B. The Telegraph’s defence continues The documents looked 
similar to official Iraqi documents that Mr Blair had seen on his visits to Iraq. The 
correspondence was in la^ part mundane and routine and die majority of the Bidders had 
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aa index- Tbe documents ^peaied to Mr Blair to look audjentit U mdmdual documeati 
were forged, tlien foef would need to hare been inserted into foe m i d dl e of foe folder and 
foe trfiole folder re-bound wifo a distmctfoe ain^e bowed knot, meaning foat any foigery 
would have had to hare been exttaordinaiily elaborate.’ None of foese m a rten were put to 
me, not even triien I suggested foe documents I was told about mi^t befotgenes(a 
possibility trfiich foe Tel^ph states in its Defence that it had considered). Anofoer focror 
said to have indicated to Mr Blair that foe documents were authentic were foe 
‘dicumstances of their discoveiy'; foese weie not put to me. 

78. Mr Sparrow gave me only details on die content of the documents. In relation to die 

■Maiiam Campaign Memo' I was told diat it was fiom the head of the Iraqi intelligence 
services; dated January 2000; about a meeting one of his agents had wifo Fawaz Zureikat 
who t^tesented foe Maruun Campaign in Itatj; diat foe campaign wanted to cuzy on its 
campaigning activities on behalf of Iraq; it needed money, foe issue was sensitive (die 
Maxiaffi Appeal needed money from foe Iraqi government bat direct payments would be 
too sensitive and foetefore some land of commercial cover would be needed); foe 
campaign was asking for an increase in foe oil contracts it bad (subsequently approved); 
that foe memo talks about concessions for trading; diree million baizels of oil for six 
months wfaidi amounted to something in foe region of 200,000 pounds stefong; the 
meeting wifo Iraqi intelligence took place on Boxing Day, 26 December 1999. 

79. In relation to foe 'Worit Programme letter’ I was told; there was a memo foom Tariq Aziz; 
this was s o m e t h i n g to do with the oil for food programme and raised all sorts of questions 
about the Marram Campaig n and its relationship with foe Iraqi r^ime; foe wofo 
programme had foe approval of foe president and that all ministers should carry it forward; 
needed four cabinet ministers to rubber stamp it 

29 


530 



216 


80. Id lektion to &e‘Appomnnent letter’ I wis told the folkiwingdiat it BJ»de dear that 
F»waz Zuxeikat was my iepiesentati« in Iraq. 

81 . As can be seen, the fall commo of the documents were not put to me. I was certainly not 
told that I was peisonally to be accused of soliciting money and being m “Saddam's pay’. 

82. At Patagiaph 7 JO of its defence the Telegraph seta out what it diought die documents they 
bad found appeared to show. Points (3); (^; (Q and (9) were not put to me at all and 
patagiaph (7) was not put to me in diis way. 

63. At Patagraph 734, die Telegtapb sets out its claim to have put the gist of my aide of the 
story they weie publishing. My ‘aide’ was necessarily coloured by the story that was put to 
me and, nacucally, I could not respond to accusations that had not been made to me. On 22 
Apdl I was lambasted Cot auggeaiing die documents may be forgeries, but of course I had 
been gwen eery litde information by that time. As I said to Mr Sparrow about one of the 
documents, *if such amemo esists, thenitis a fotgery.it is itqiotting to or putpotting to 
point to diings which never happened’ and “the key parts’ of what he was saying to me are 
false. 

84. The Teli^ph claims at patago^h 7 J7 of its Defonce dut it “did not assert in any of the 

articles complained of that the contents of die Iraqi documents were true.” I do not 
beheve this to be true. The articles about which I have sued in diis acdon rwH#. ^ 
allegations about me refereed to above (as set out in my Pardculara of Claim). 
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85. At paaignph 7.39 the Tel^ph mb out why it saji *»t it had to publiah is a])<®itiom 
uigtaidy. In *at paiagmph diey claim they weie wonied that *e documeoB would be 
— but Ae Telegiaph’s aolicitois told my aolkitoB on 6 May 2003 *at d>e 
documeoB had been dig^oliy photographed and tranamiited to the Telegt^h on 21* April 
2003. As stated abore, the Td^ph had only translated dixee documenB when they 
published didt aiticlea on 22 April 2003. They had put to me few of die &cB but had 
contacted none of die other people mentioned in die aiddet. 

86. At paiagtaph 7A6(l)(c) and (dQ I am accused of being "eraiire” when asked about n^ 
knowledge of die “worit prognunnie’' and “defensive” when asked about die fu n di ng 
aztas^emens of the Mariam .^ppeal I do not think this is true or &ii especial^ given the 
infomudon I was being given 

87. The allegations published by the Tdegtaph were vexy serious and incredibly d a m a ging to 
my rqiutation. Before publishing them, it should have exercised the highest degree of 
responsibility; but it did not do to. The Telegraph took the opportunity to attack me and to 
seek to discredit my criticisms of the war in Itaq (and die sanctions imposed). 

88. From the beginning, the Tdegtaph has stood by hs "scoop that led the news” which, at k 
stated on is fiont page on 23 April 2003, “genetated intense interest aiound the worid" 
and made ‘deadlines on eveiy continent”. The allegations have not been cotrected oi 
withdtawn by the Telegraph. It has offered no apology foe publishing the articles about me. 
Inevitably, die allegttions in the article have had a continuing effect on me. 

89. I would ask that the Court recognises the Tdegtaph did not act responsibiy in publishing 
die aBegatioos it did about me in the manner that they did. These h^ily 
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auctions have caused mf lepmatios seme damage sHiidi needs to be lepaited. I cannot 
imagine noi can I temember mote tenons allegatioos beii^ made against a poliddan. In 
die dicnmstances I would ask for die remedies I have asked for in diis tcdoa 

Statement of Tnttfa 

I beliere that the &cts stated in tbis wimess statement are oue. 



Dated 
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To Lloyds Back Pic 


Name of Society, Club or Association 


Address 


ROO»vi ^C>\ 


_ (“the Assfraadon”) 

Ad4^ for statements and 
coirespcmdeoce if diffenmt 




LOAi^oM 


S^IA OAA 


AtaMeefmgefAt 


of&eAssocidionon it<U .dc^qf^!fy^^l 9 .^^^tAt/ii>IIomngrEsobitiMswmphsed^^ 


.(seemUt 


That an accotmt(s) be *xf«Bed/coDtmued ynth Uoyds Bank BIc (*the Bazik”) 

That the Bask be isEtnicted to: 

" '(a) . bocouraDddetat.to:tbe.accottst(»)oftbe Associatioo.iwbethecasj-Kccnad-^ 
(^’becomes ovcrdrawajis a result of.aay such dd^t) aU cheques, drafts, 
notes oc othc brdeis tinduding standlsg (»d«rs aad direct det^) for the p: 
mon^, presided they are signed «A/yb 

[ »___ 


:£i&.areditor overdiaym . 
jf erebange, prosoissory 
meat of or receipts for 
rng 


(see note 2) and 

(b) ' a/yfpl'th*' l7i£ 


(3) 


(4) 


(5) 


for theBank'to deliver soy deeds, securides, or other items the Bank holds ii 
other purpose. 

That the Bank be previded with a copy of the Rules and Regulations of the Assodatj 
of any resolutioDs amending them tbat may from time to time be passed cati6ed b/ 
Secretary (see note 3). 


see cote 2) as.authoz^' 
i Bafe custody or for any 


on and al^ with copies 
the Chairperson or the 


That the Bask be provided with a list of the names of officials of the Association and also with copi^ of any 
resolutions amending than that may firom time to time be passed certihed by [he Chairperson or the 
Secretary, 

That these resolutioos be communicated'to the Bank and remain in force until an amending resolution shall 

be passed by the .. ,,, (see note 1) and a copy of such rejoludon. certffied by the 

Chairperson or the Secretary, shall have been recaved by tiie Bank.- 


(6) The Bank inay act Ci 


eaquiries as to the d| Permanent Subcommittee on Investigations uctionswera 


Galloway Testimony Report 
EXHIBIT #3 


Ity without 


It any time maldiig any 
givoi. 
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MINUTES 


Pjesent 


The MARIAM APPEAL 


George Galloway, Dr Amineh Abu-Zayyad. Stuart Halford, 
Sabah Al-Mukhtar 


Item 1 Frnances 


It was resolved by the above committee that upon securing approval for the 
project from the authorities in the United Arab Ehnirates that Dr Abu-Zayyad, Mr 
Al-Mukhtar and Mr Halford would be authorised to open an account called the 
MARIAM APPEAL with the National Bank of Abu Dhabi to reflect our gratitude 
to the His Excellency the Deputy Prime Minister Sheikh Sultan Bin Zayed Al- 
Nahyan. 

It was also resolved by those present that the National Bank of Abu Dhabi would 
be -authorised to act on the Instructions of any two of the following three 
signatories. Those selected as signatories are Dr Abu-Zayyad, Mr Al-Mukhtar and 
Mr Halford. All three agreed to be the signatories for the account. 


A.O.B. , None 


Signed 



Stuart Halford - Vice Ghalnnan 



Permanent Subcommittee on Investigations 
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TO 


Mandate for Unincorporated Associations 


NATIONAL BANK OF ABU DHABI 

INCORPORATED WtTH LIMITED LLABILITY IN MU DHABI 


P)jtgl4th April [999 

MARIAM APPEAL 

Name of the Association 


CaMTTEE 

* 

i-kj- 

an account in the name of the Association 


request you to open 


I accordingly hand you herewith- 

(1) an up-to-date copy of the constitution of the Association 

(2) a certified copy overleaf of the appropriate Resolution 

(3) specimen signatures of the persons authorised to sign 



rChairm^ 


Address to which statements are to be sent, 
EOCM 501 
7 fOXtBANK 


WESTMINSTER, LONDON SWIA OAA 


• Insert ‘Committed or as the case may b« 
t Delete as appropriate 



permanent S'lhcommitte g on Investigations 
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COMKITTEE 


Ai ii Meetiiig of the = 


MARIAM APPEAL 


leid oil die 


FOURTEENTH 


_ dav of 


APRIL 


99 


II was resolved ; 


1 TliaL ^nk of Abo HbM (the Bank) be authorised to honour all cheques or other orders for 
pavjiienl draw n upon any account or acxoiints for the time being kepi with the Bank in tiie name of 
tile Association iiomithsianding that any such payment may cause such account or accounts to be 
overdrawn or increase an}' existing overdraft th^' are signed by ii 

Any two of the authorised signatories jointly 


2. That the Banle be authorised to accept all requests and receipts for the deliveiy of 

secunties papers or otiier properly if signed by d hhe 

authorised signatories jointly 


3. That the Bank be gii-en a list of the names of Uie signing Officers and be ad’i ised in miting under Uie 
liand of tlie Secretar}- of am* changes that may take place and tlie Bank be entitled to act upon the 
signatures so given, * 

4. Tliat these Resolutions be coinmunicated to the Bank and remain in force until m^oked tn' notice in 
wTiting to the Bank signed by the Chairman or tlie Secretai}’ acting or purporting to act on behalf of 
the Socieri' Club or Association and the Bank shall be entitled to act upon such notice. 


Specimen Signatures 


Full Names - including title 
(Bixk letters please) 

Description 

e,g. Secretary, Treasurer, Chaiiman 

■HHHRMHHH 




iMr Sabah Al HMitar 

II n 

1 

i 

Mr StaBTt Ffalfnrd 

n n 

WBHHSKSiSM 



/ — 








Certified tliat the abm^e Resolutions %vere duly passed and entered in the Minute Book of the Association and 
dui}' signed bi' tlie Chainnan and that tlic specimen signatures recorded abm^e are correct 


14th ,^iril 


,99 




/ 




. Insert 'Conimiliee of Management' or as die case may be 
b Insert name of Association 
uDelete as appropriate 

.! Insert e.g. ’Chairman and Secretan' for the time being' or as the case may be 


Aiaicadssd Sagnatori^ 


Anv chanee of siEnatoiy should be notified 
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In the Name of Allah the compassionate and Mercifiil 

Republic of Iraq 

President’s Office 

Iraqi Intelligence Service 

Confidential and Personal 

Letter no. 140/4/5 

1/3/2000 

To: The President’s Office - Secretariat 
Subject: Mariam Campaign 

1. We have been informed by our Jordanian friend Mr, Fawaz Abdullah Zureikat (full 
information about him attached appendix no, 1 ) who is an envoy of Mr. George Galloway 
because he participated with him in all the Mariam Campaign's activities in Jordan and Iraq, the 
following: 


(a) The mentioned campaign has achieved its goals on different levels, Arabic, 
international and local, but it is clear that by conducting this campaign and everything involved 
in it, he puts his future as a British member of parliament in a circle surrounded by many 
question marks and doubts. As much as he gained many supporters and fnends, he made many 
enemies at the same time. 


(b) His projects and future plans for the benefit of the country need financial support to 
become a motive for him to do more work and because of the sensitivity of getting money 
directly from Iraq it is necessary 


( 1 - 5 ) 

Secret and Personal 


Permanent Subcommittee on Investigations 
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to grant him oil contracts and special and exceptional commercial opportunities to provide him 
with a financial income under commercial cover without being connected to him directly. To 
implement this Mr. Galloway gave him an authorisation (attached) in which he pointed out that 
his only representative on all matters related to the Mariam Campaign and any other matters 
related to him is Mr. Fawaz Abdullah Zureikat and the two partners have agreed that financial 
and commercial matters should be done by the last (Zureikat) and his company in co-operation 
with Mr. Galloway's wife Dr Amina Abu Zaid with emphasis that the name of Mr. Galloway or 
his wife should not be mentioned later. 

2. On 12/26/1999 the friend Fawaz arranged a meeting between one of our officers and Mr. 
Galloway in which he expressed his willingness to ensure confidentiality in his financial and 
commercial relations with the country and reassure his personal security. The most important 
things that Mr. Galloway explained were: 

(a) He stressed that Mr. Fawaz Zureikat is his only representative in all matters 
concerning the Mariam Campaign 


(2-5) 

Secret and Personal 
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and to taking care of his future projects for the benefit of Iraq and the commercial contracts with 
Iraqi companies for the benefit of these projects. But he did not refer to the commercial side of 
the authorisation he granted to Mr, Fawaz for reasons concerning his personal security and 
political future and not to give an opportunity to enemies of Iraq to obstruct the future projects he 
intended to carry out. 

(b) He is planning to arrange visits for Iraqi sports and arts delegations to Britain and to 
start broadcasting programmes for the benefit of Iraq and to locate Iraq On Line for the benefit of 
Iraq on the internet and mobilise British personalities to support the Iraqi position. That needs 
great financial support because the financial support given by Sheikh Zaid is limited and volatile 
because it depends on his personal temper and the economic and political changes. Therefore he 
needs continuous financial support from Iraq. He obtained through Mr. Tariq Aziz 3 million 
barrels of oil every six months, according to the oil-for-food programme. His share would be 
only between 10 and 15 cents per barrel. He also obtained a limited number of food contracts 
with the Ministry of Trade. The percentage of its profits does not go above 


(3-5) 
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1 per cent. He suggested to us the following; 

First, increase his share of oil. Second, grant him exceptional commercial and contractual 
facilities, according to the conditions and suitable qualities for the concerned Iraqi sides, with the 
Ministry of Trade, the Ministry of Transport and Communications, the Ministry of Industry and 
the Electricity Commission. 

(c) Mr. Galloway entered into partnership with the Iraqi Burhan Mahmoud Chalabi 
(available information in appendix 2) to sign for his specific oil contracts in accordance with his 
representative Fawaz, benefiting from the great experience of the first in oil trading and his 
passion for Iraq and financial contribution to campaigns that were organised in Britain for the 
benefit of the country, in addition to his recommendation by Mr. Mudhafar al-Amin, the head of 
the Iraqi Interests Section in London. 

3. We showed him that we are ready to give help and support to him to finish all his future 
projects for the benefit of the country and we will work with our resources to achieve this. But 
we should not be isolated from Mr. Tariq Aziz supervising the project in its different aspects. We 
are going to make arrangements with him to unite the positions and cooperate to make the work 
succeed. 


(4-5) 
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4, In accordance with what we have said, we suggest the following: 

(a) Agreement on his suggestion explained in article 2 b. 

(b) Arranging with Tariq Aziz about implementing these suggestions and taking care of 
the projects and Mr. Galloway's other activities. 

Please tell me what actions should be taken. 

Regards, 

[Signature] 

Director of Intelligence Apparatus 
01/02/2000 

Enclosures: 

1- Two appendixes 

2- One page authorization 


(5-5) 
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1. Defendant 

2. David Joseph Blair 

3. First Witness Statement 

A. Exhibits “DJB 1" to “DIB ir 
5.|7Junc 2004 

TN THF HIGH rmiRT OF JUSTICE CLAIM NO: HQ03X02026 

ocfkn’S bfnch pmsioN 


BETW'EEN 


GEORGE GALLOWAY MP 

Claimant 

V 

TELEGRAPH GROUP LIAUTED 

Defendant 


HRST WITNESS STATEMENT OF DAVID JOSEPH BLAHl 


I, DAVID JOSEPH BLAIR of One Canada Square, Canary Wharf, London E14 5DT wffl 
say as foUows;- 

Mv bacltpround and role at The Daily Teleeraph 

1. I make this statement from facts within my own knowledge except where I indicate 
otheiwise. In January 2002 I entered into a contract with Telegraph Group Limited 
(“the Telegraph”), the Defendant in these proceedings, and became a staff foreign 
correspondent on The Daily Telegraph, the position 1 still hold. I am required to travel 
to countries designated by the Telegraph and report on any stories of interest I started 
work for the Telegraph in May 1999 as a freelance reporter based in Harare, Zimbabwe. 
In Febmary 2004 I was nominated for Foreign Reporter of the Year in the British Press 
Awards 2004. 
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2. I graduated &om Oxford University in 1994 with a first class honours degree in 
Philosophy, Politics and Economics. After a brief stint with Shell International, a 
postgraduate degree in International Relations from Cambridge University and some 
independent travelling, I took up freelance journalism in August 1998. I based mjself 
in Kampala, Uganda for 9 months. During this time, I contributed to a number of 
publications, including the Telegraph. Then in May 1999 I began working in Harare, 
Zimbabwe for the Telegraph as a ‘super-stringer’. This meant that in exchange for the 
Telegraph pajing me a monthly retainer I would not write for other British publications, 
though 1 would continue to be paid on a freelance basis for the work I did. 

3. ViTiile in Harare, I witnessed the terror campaign conducted by the Mugabe government 
against the black opposition and white fanners. This reached its peak between January 
and June 2000 when parliamentary elections were held. This was an extremely, 
turbulent time in Zimbabwe’s political history. President Mugabe’s government very 
much regarded journalists, and in particular British journalists, as being contributors to 
its country’s problems. My work and residence permits were due to expire in June 
2001. 10 days or so beforehand, Mugabe’s government told me that my permits would 
not be renewed and so I was forced to leave Zimbabwe. I did so on 30 June 2001. 

4. I spent the rest of 2001 researching and writing a book about Zimbabwe, “Degrees in 
Violence: Robert Mugabe and the Struggle for Power in Zimbabwe” which was 
published in February 2002. The Foreign Press Association named me Young 
Journalist of Year 2001 for my coverage of Zimbabwe. After being placed fiilly on the 
staff of the Telegraph in January 2002, I spent some months as a roving foreign 
correspondent based in London. I reported from Pakistan, Zimbabwe (where I returned 
as a tourist but reported on the presidential election), Israel and Iraq. Then m June 
2002, 1 was posted to Pakistan. I arrived in Islamabad just as the Foreign Office was 
advising all British citizens to leave the country because of the escalating thn»af of war 
betw'een India and Pakistan. The plan had been for me to remain in Islamabad for 2 
years but, after the confrontation with India was defused, the Iraq crisis increasingly 
became more of a story and I ended up concentrating upon that to the exclusion of 
almost everything else. 
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Bapbdad Pre -War 

5. ] first visited Iraq in April 2002 when I was sent by the Telegraph to report on Saddam 
Hussein’s 65th birthday celebrations in Tikrit and Baghdad. I was in Iraq from 25 April 
to 6 May 2002. A few days before leaving Baghdad, I happened to meet George 
Galloway MP at the Al-Rashid hotel. I was introduced to Mr Galloway by an 
acquaintance of mine called Ewen MacAskill, the diplomatic editor of the Guardian 
newspaper. I recall having a brief and informal conversation with Mr Galloway. Some 
time later I went out to dinner vvith Mr Galloway and a group of about a dozen people 
who were accompanjing him on his visit. Again wx had a brief and informal 
discussion but I do not recall what we discussed. On both occasions he struck me as 
articulate, humorous and likeable. 

6. At the time of these encounters I knew very little about hir Galloway other than that he 
was a left wing Labour MP with an interest in the Middle East and that he was opposed 
to the United Nations sanctions imposed against Iraq. I had vaguely heard of the 
Mariam Appeal and understood that Mr Galloway had founded it. As a result of these 
two encounters I wrote an article about Mr Gallow'ay. Some months later, I mentioned 
him in a piece I wrote about the Al-Rashid hotel in Baghdad. I refer to copies of both 
the articles marked “DJB 1”. 

7. In October 2002 I went back to Baghdad to report on the referendum that was being 
held to determine whether or not Saddam Hussein should continue to be the President 
of Iraq. I remained in the country for approximately 20 days, during which time I 
reported on various events. In particular, I recall visiting the largest prison in Iraq, 
which is located at Abu Ghraib. I visited Iraq (and more particularly Bagdad) on 2 
ftmher occasions prior to 1 1 April 2003 (when I returned after the war). During 4 pre- 
w'ar visits to Iraq, the last ending on 1 8 March, I spent approximately 3 months in fee 
country, the vast majority of which was in Baghdad. On all except the first of these 
occasions I was accompanred by Heathcliff O’Malley, a freelance photographer who 
works primarily for the Telegraph. 

8. During my visits I became familiar with the city, the location of its government 
buildings and the bureaucratic way in which the Iraqi regime operated. When visiting 
Baghdad, journalists were usually only granted a 10-day visa that could be renewed for 
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a further 10 days at the disca-etion of the information ministry. Prior to the war it was 
not possible to move about Baghdad without a government-appointed minder. You 
were, however, able to choose your own driver and on 2 of my visits before the war 
started I employed the same one (who, 1 later learned, was tragically killed during the 
last stages of the war). 


Baghdad - Post 11 Anri! 2003 


9 The Telegraph withdrew me fiom Baghdad in anticipation of war on 18 March 2003 - 
the day the UN weapons inspectors were withdrawn - and I was based in Jordan for its 
duration. On Friday 1 1 April, 2 dal’s after US forces secured the centre of Baghdad and 
Saddam Hussein’s statue was toppled, I arrived back in the city with a large convoy of 
journalists. There were hundreds of reporters there already. A few hours after my 
arrival 1 filed a story for The Daily Telegraph about my journey and reset the clock on 
my laptop computer to show Iraq time, which for some months after J April is 3 hours 
ahead of the time in Britain. This is something I routinely do w'henever I send my first 
story from a country in which I have just arrived, 

10. Baghdad w'as in chaos. There appeared to me to be a complete absence of law and 
order. Every government building and ministry was open to anyone W’ho dared to 
wander inside. Many of these buildings had been looted and bombed. At first I stayed 
at the Andalus hotel. After one night I moved to the Palestine hotel. Some 4 or 5 days 
later I moved to the Al-Hamra hotel. 


11 . 
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I first met my translator,; 

Sunday 13 April. I was introduced to him by the driver,! 

, w'ho I had hired the previous day.' ^ 


His 

good and he stmek me as calm and friendly. 1 worked with 
onwards. 


, at the Palestine hotel on 

6 


spoken English was very 
him every day from then 
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12. On my arrival, I mel lots of journalists I knew, including Mr O’Malley, and it appeared 
that the Palestine hotel had become the informal meeting place for the world’s press. 
This was largely due to the fact that the Palestine hotel was the largest functioning hotel 
in Baghdad. I knew from conversations I had had with colleagues that many journalists 
had entered government ministries to look for interesting documents. 


13. On Tuesday 15 April, during a routine daily telephone conversation with Francis Harris, 
the Telegraph’s deputy foreign editor, he told me that a Sunday Telegraph journalist 
had found a document in the headquaners of the Mukhabarat, Iraq’s intelligence 
sert'ice, and that he had WTitten a story based on it. I do not recall what the stoiy was 
about or what the document was. In any event, Mr Harris suggested I should also look 
in former government buildings for interesting documents. Mr Harris placed no 
particular emphasis on this and no specifics were mentioned. 


14. 


reebetedani 
refbciiuilk' 


k, o>ao4s'c| 


On Wednesday 16 April, I visited the headquaners of the Mukhabarat in central 
Baghdad with 1 (my driver), f\ . (my translator) and another British 

journalist, Kim Sengupta of the Independent of London. This large complex of 
buildings had been bombed and looted. There was little left and every room appeared 
to have been stripped bare. We visited some offices, but the only documents we saw 
were fragments of paper scattered across the floor. As well as looking for documents, I 
was interested in finding the cells where the ousted regime’s prisoners had been held. 
But it soon became clear that finding them in this devastated complex of buildings was 
impossible. We stayed for less than 1 hour and found nothing of interest For the next 
2 days, I worked on other unrelated stories. 


Saturday 19 April 2003 

15. On Saturday 19 April I decided to look for documents once again by going to the 
foreign ministiy in central Baghdad. Saturday w'as my day off and the only day of the 
week w'hen I did not need to worry about Cling stories. There being nothing else to do 
in Baghdad in one’s qiare time. I thought that 1 might as well have a look inside the 
ministiy on the off chance of finding something of interest to the Telegraph. I went 
there for the following reasons: 
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a) The foreign ministry is near to the AI-Rashid hotel, where I had stayed during 3 of 
my 4 pre-war visits to Baghdad. On those occasions 1 had driven past the ministry 
building every day. I knew exactly where it was and I was genuinely curious to 
know whether this familiar landmark had survived the war. 

b) Many journalists in Baghdad had visited the Mukhabarat headquarters before I got 
there, so all surviving documents had already been removed but I was not aw'are of 
any journalist hating been to the foreign ministry. 

I was turning over in my mind the thought of finding documents about Tony Blair. I 
was curious to know how the Iraqis viewed him. Did they believe their own 
propaganda and see him as a puppet of the Americans, a brainless dupe and a 
warmonger? Or did they view him as a worthy adversary? How seriously did they take 
him? WTry did they believe he was taking such a tough line against them? I thought 
that if any such documents existed, it w'ould be inside the foreign ministry. But I also 
thought that, in all likelihood, 1 would find nothing interesting at all. It just struck me 
as being worth a try. 

17. I met ^ and ^ at aroimd 9;30am in the lobby of my hoteL They 

alwaj-s came at 9am, but on that morning 1 think I was a bit late joining them. We then 
drove to the Palestine hotel to meet Mr O’Malley. As colleagues and fiicnds we would 
often meet up for a chat. On this occasion we talked for a bit and then I left the hotel 
and drove to the foreign ministry with i and ^ Mr O’Malley 

stayed at the Palestine hotel and I did not mention where I was going. We arrived at the 
foreign ministry building shortly after Ham. Q) parked outside the building 
and waited in the vehicle w'hile /k and I went inside. 

18. To get 10 the building we had to walk across a small courtyard. When we arrived at the 
entrance, the glass doors were standing open and there were no guards in sight I saw 
and heard looters inside the building, moving about, hammering away at the walls and 
carrying iron bars. No one else was there. Two of the looters walked out of the 
building as we entered. I was a&aid that they rm'ght try to rob us. I refer to a sketch 
plan of the foreign ministry that I have prepared for the purposes of these proceedings 
some time later marked “DJB 2”. 


16 . 
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] looked Eiound the ground floor. All the furniture had been carried away and many of 
the windows had been smashed. Fire had blackened the main foyer and pieces of paper 
were scattered across the floor, including tom posters of Saddam Hussein. I refer to 
prints of the photographs that hfr O’Malley took showing the outside of the foreign 
ministry building on Tuesday 22 April, which are exhibited to his witness statement 
marked “HOM 3” and “HOM 5”. I confirm that these photographs depict the general 
state of the outside of the- building when I first visited it on 19 April 2003. There 
seemed to be nothing of interest. After about 1 0 minutes looking around the ground 
floor, most of w-hich was taken up by a large open space leading off from the foyer, I 
found a staircase and f\ followed as I climbed to the first floor. 

On the first floor, again, I looked around. The first room I went into was quite large and 
overlooked the entrance to the building that we had come through. Sunlight entered 
through the windows but, again, all furniture had been removed and there were tom 
pieces of paper scanered across the floor. I looked at some of these, but they were all in 
Arabic. I asked f\ , who had followed me in to the room, to pick up some and 
tell me what they were. He picked up 2 or 3 pieces of paper, but none was remotely 
interesting. If I recall rightly, one was a fragment of a notice about how long officials 
could take for lunch. 

21. I walked along a corridor towards the building’s foyer. Here the walls had been 
blackened by fire. At the time, I thought the fire had been caused by a missile strike 
during the war. I remembered a report 1 had read on the BBC News website on 22 
March saying that the foreign ministry was burning after a night in which 1,000 cruise 
missiles had been fired at Baghdad. I later learned that this report was mistaken and 
that the fires were localised and probably caused by looters immediately after the war. 

22. I walked down a blackened corridor and came to the ruins of what I assumed had once 
been the ministiy’s main archive. The room had been gutted by fire. The rows of files 
had been reduced to nothing more than piles of white ash on bare metal frames. I refer 
to prints of the photographs that Mr O’Malley took of this room on Tuesday 22 April, 
which are exhibited to his wimess statement marked “HOM 7”. I confirm that t h >° f 
photographs depict the general state of this room when I first visited it on 19 April 
2003. 
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26. 



I turned my back on the main archive and walked away from it along the corridor. The 
first door on the left led to a room that had apparently escaped the fire. It contained a 
desk and perhaps a couple of chairs, but nothing else. There were no doors on the right 
hand side of the corridor. 1 walked a little fiiriher. The next door on the left w'as 
scorched and blackened and slightly ajar. It also had a hole in it that looked as though 
someone had kicked out the lock. I pushed the door open further and walked through it 

I then found myself inside a small dark room that appeared to have escaped the fire. 
The room was filled with orange fiKng*boxcs. These all looked very similar to one 
another. Many lay in a heap on the floor, about 2 or 3 feet deep. Others were on tiers 
of roeial shelves, which lined 3 sides of the room. I think that there were 4 tiers of 
shelves on each wall. I refer to prints of the photographs that Mr O’Malley took of this 
room on Tuesday 22 April, w'hich are exhibited to his witness statement marked “HOM 
8”. I confirm that these photographs depict the general state of this room when I first 
visited it on 19 April 

The hole in the door, and more particularly, the general slate of the room suggested to 
me that looters had entered it I thought that the looters must have pulled many of the 
filing-boxes down from the shelves and thrown them onto the floor. I guessed that they 
might have been searching for safes hidden in the w'alls behind 

I could sec immediately that some of the filing-boxes on the floor were open and that 
they contained pale blue folders, stamped with the Iraqi Eagle. The boxes and the 
folders that I could sec all looked similar. Some loose documents w'cre also scattered 
about the room, having come loose from their folders. Ash and soot, peihaps blown 
under the door of the room during the fire in the main archive, covered many of &e 
boxes. .. ^ bad entered the room behind me and I asked him what he thought 

the room was. He replied that be thought it looked like an archive of some sort ThCTC 
w'as, however, no sign on the door through which we had entered so we could not 
establish for certain the status of the room. 

I noticed that every filing-box carried a small label in Arabic and I asked. 
what the labels said. He looked at several of the boxes and told me that one said 
Security Councir, another said *ToIitical Records” and another was labelled 
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“Algeria”. Others said “France”, ‘‘Yemen”, “Mauritania”, “United States”, “Egipt”, 
“Tunisia”. “Syria” and “Jordan”. 


28. It became clear to me that most of these boxes were labelled by country. The thought 
again occurred to me that we might be able to find something about Tony Blair, so I 
asked ft, to look for any box canying the label “Britain”. We both stood on the 
pile of boxes and loose folders on the floor. I remember that our w’eight pressed down 
on them and we stood in a sort of well. ; A, looked on the shelves and on the 
floor. He did most of the searching but I helped by picking up boxes, showing them to 
him and asking in each case “what does this label say?" 1 remember for example that I 
picked up one box and when I asked him what the label said he answered "Turkey”, so I 
put that file to one side and continued to look. 


29. 
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We looked on the shelves and also got do\M3 on our hands and knees on the floor, 
digging among the piles of boxes and loose folders. Some documents had come loose 
and I picked one up and showed it to ^ He said that they carried the word 
“Confidential”. I showed him 2 other documents and he told me that they were signed 
by Tariq Aziz and Naji Sabri. Then he picked up one filing-box labelled ‘‘Britain”. I 
understand that ; thinks that he found this on a shelf. My own recollection is 

that he found it on the floor but ^ may well be right Whilei 
continued to search for ethers, I looked inside the box. It contained 3 or 4 of the pale 
blue folders. I flicked through 1 or 2 of them and saw a mass of Arabic documents and 
a letter from Sir Edward Heath. I also came across a letter fix>ni Mr Galloway 
nominating a Mr ZurcDcat as his representative in Baghdad. These stood out only 
because they were in English but I didn’t think much of them at the time. I put the 
folders back in the box, put it on one side and went back to looking for anolh^ box. 


30. Shortly afterwards I found a second box labelled “Britain” on the shelves and then’ 

^ found a box marked “Britain and France" on another shelf. I think that both 
filing-boxes were on cither the middle or upper tiers of the shelves as 1 do not recall 
bending dov^n to pick them up. nor do I recall ; ^ bending down to do so. I 

then heard looters \^'alking down the corridor outside and hammering in one of tiie 
nearby rooms. I was concerned that they might try to rob us and I was carrying several 
thousand dollars in cash in a small shoulder bag. I was anxious not to stay in the. 
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building foi any longer than was necessary and decided that we should leave. 

^ picked up both the filing-boxes labelled “Britain". 1 took the box labelled 
“Britain and France”. On my way out of the room I also picked up 3 loose pale blue 
folders that were Ijing on a small desk by the door and a black lever arch ring binder. I 
did not look at what label they carried. 


By this time we had been in the building for about an hour. As we left we did not 
encounter anyone. We went straight back to the car and put the boxes and loose folders 
in the boot. I then askedi 0 to drive us back to my hotel. When we got there I 
took the boxes and loose folders up to my room. I put them on the floor in my room, 
locked my room and then S P^j . and I drove to a restaurant for lunch. 

We returned to my hotel shortly before 3pm. | 0 stayed with the car and 

^ and I went straight up to my room and 1 told him that we needed to sit down and 
work through the documents one folder at a time. I recall thinking that this was going 
to be a very long and boring task. We opened one of the filing-boxes labelled “Britain” 
and took out the first folder. This was not, as it turned out, the folder containing Mr 
Galloway’s letter about Mr Zureikat. This letter had receded to the back of my inind to 
the extent that I did not think of examining the folder containing it first. My mind was 
still focussed on the possibility of finding something about Tony Blair. 


I asked • ^ to read the first page for me, then the second and third. It soon 

became clear that the documents were letters or memos. Sol specifically requested that 
he tell me who each document was from, to whom it was addressed and what the 
subject matter of it was. We went through the folder in this systematic fashion. It was 
a slow process and we came across nothing interesting. All that we seemed to have was 
routine correspondence that crossed the desk of an Iraqi foreign minister. For example 
there were memos concerning a proposal by the Anglican Church to send an aeroplane 
with medical supplies to Iraq - the so-called "Flying Hospital” - including a letter on 
this subject in English from Canon Andrew White of Coventry Cathedral. When we 
were about three quarters of the way through the folder, having found nothing of 
interest, I told ; to go home for the day. This was at about 5:30pm which was 

customarily the sort of time that .' ; stopped work for the day . 
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Sunday 20 April 2003 
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The following morning, Sunday 20 April, I met f\ . and: in the lobby 

of my hotel at around 9ain as usual. The documents were at the back of my mind but I 
wanted to do some other stories. Mr O’Malley had prerdously suggested that we visit 
the Abu Ghraib prison. We drove to the Palestine hotel, where we picked up Mr 
O’Malley and then drove to Abu Ghraib, which is 22 miles west of Baghdad: in 
practical terms about one hour’s drive away at that time. We had planned to do a story 
about Iraq’s largest prison Ijing empty and abandoned. 33^160 we got there people were 
busy looting the prison. We had not seen any American soldiers along the way and 
there appeared to be none nearby. 1 thought that it was unsafe to be outside Baghdad in 
an area with no friendly forces. So we drove back into central Baghdad, arriving at 
about midday. 


35. I refer to a copy of my satellite phone bill covering the relevant period showing the 
time, dale and duration of each itemised call marked “D JB 3”. I should explain that the 
times it shows are ‘Universal Co-ordinated Time’ (customarily abbreviated UCT), 
which is 4 hours behind Baghdad time and 1 hour behind London time in April, when 
Britain is on British Summer Time (BST). 1 believe that after returning to Baghdad I 
went straight to my hotel to make a call to the Telegraph’s foreign desk, the purpose of 
which was to inform the desk of my abonive visit to Abu Ghraib. I bad also been 
thinking about investigating America’s failed elTorl to kill Saddam Hussein by bombing 
a restaurant in the Mansur district. I had visited this restaurant before the war. I had 
been surprised to hear American spokesmen describe it as an up-market haunt of the 
regime’s elite. I knew it was a cheap, downmarket establishment So we went to this 
restaurant and found it both intact and open — we had lunch there. 1 then went to the 
place where the bombs had exploded. They had missed the restaurant and destroyed 
some homes behind it I spoke to people who had been present when this happened. In 
the meantime, Mr 0 Malley took photographs of the bombsite. We stayed for 
approximately 2 hours. 

36. We then drove to the Palestine hotel in central Baghdad and dropped off Mr O’Malley. 

I would estimate that this would have been at about 3pm. I then began to tbink about 
the documents again and I remembered how, so far, we had found nothing particularly 
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imeresling in the Britain folders (although there was still a great deal to go through). It 
occurred to me that any information about secret contacts between France and Iraq 
might make a good story but we only had one box of folders labelled ‘Britain/France". 
I decided to go back to the foreign ministry and look for documents about France before 
other journalists found the room and removed them. I w'as interested in France 
primarily because of all the major western powers it was the one most likely to have 
had unreponed, and possibly newsworthy, contacts with Saddam Hussein’s regime. 


/ 


37. ^ ^ ^ therefore drove from the Palestine hotel to the foreign 

ministry. I went inside the building, which was still unguarded, with, f\ | while 
again stayed in his car. This time, I went straight to the room where I had 
found the documents on the previous day, Saturday 19 April. It appeared to be in a 
state similar to that in which I first found it. I asked A. I to look for any boxes 
labelled “France”. We found 1 box very quickly and left. I think we only stayed in the 
building for about 10 minutes. Once again, we were apprehensive about the possible 
presence of looters, although I don’t recall seeing or hearing any on this occasion. 


38. We went straight back to the AI-Hamra hotel, arriving there I would estimate at about 
3;45pm. 1 told ^ andj ^ to wait in the lobby while I went to my 
room and typed and filed the story about tne failed attempt to kill Saddam in the 
restaurant. I took the box containing the French folders with me and placed it on the 
floor with the other boxes and folders which I had retrieved the previous day, Saturday 
19 April. I had left these on the floor, but my room had been locked during the day 
while I had been out 

39. 1 filed my story on the restaurant bombing at about 5pm Baghdad time (2 pm London 
lime; I.OOpm UCT time). In order to file a story with the Telegraph I have to plug my 
satellite phone into my ( laptop computer. The story is then routed through a satellite to 
the Telegraph’s foreign desk in London. (I should add that my reference to the time of 
the filing, whilst according with my general recollection, has subsequently been verified 
by my referring to the telephone records at "DJB3”. I have followed the same 
procedure when seeking to verify other times of filings and phone calls which I made to 
London and which are referred to later in this statement). My report of the bombing 
appeared on page 1 1 of the following day’s issue (2 April 2003) of The Daily Telegraph 
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40. 


headed “Smart bombs aimed at Saddam kiiled families”. I immediately went back 
down to the hotel lobby and asked. ^ to come up to my room to continue 
translating our way through the documents. We resumed at exactly the place we had 
left off the day before (i.c. about three quaners of the way through the first pale blue 
folder) and used the same sj'stem. I did not find any documents of interest 

I would estimate that . h- and I commenced work on the second folder at about 
6;30pm. Once again we worked systemically from the front of the folder. ! 
read out every page in turn, telling me who the document was from, to whom it was 
addressed, and what it concerned. I tore out pages of a notebook and inserted them into 
the folder as markers of any document that looked like it might be worth a closer look. 


41. We soon came across a letter from Tarlq Aziz to 4 cabinet ministers, supposedly 
circulating Mr Galloway’s ‘work programme’ for 2000. This letter intrigued me 
because it was signed by one of the most powerful figures in Saddam Hussein’s regime. 
It was apparently circulated at a very high level and referred to Mr Galloway. I 
wondered what the phrase ‘work programme’ might mean. At this point I began to 
think that the documents might have material for a story about Mr Galloway’s links 
with Saddam Hussein’s regime, although I was still not sure. 


42. I decided that 1 should alert the foreign desk to what I had found but as it happens Mr 
Harris rang me, probably to discuss the story 1 had filed earlier. I think that this would 
have been at around 7pm Baghdad time (4pm London time). I told Mr Harris that I had 
found a letter from Tariq Aziz referring to Mr Galloway and supposedly circulating his 
‘work programme*, although I had not found a copy of the ‘work programme* itselfr 
We also spoke about the letter from Mr Galloway introducing Mr Zureikat as his 
representative in Iraq that I had found the previous day. I said that I hoped to do a story 
based on these documents, but at this stage I did not feel that I had enough material. I 
told him that I w'anted to cany on reading through the documents to see what more we 
had. 

43. Mr Hams agreed with me that W'e should not do anjthing until I had gone through more 
of the documents. He said that he w'es going to discuss my plans with Neil Darbyshire, 
the executive editor who was acting as Editor that Sunday, and call me back. Mr Harris 
called me back wiihin a very short space of time, probably within 1 0 minutes or so. He 


13 



247 


44. 


red&ikA 


t-J ImiA 
'K 

■irw.-j'Vt 
lk c/di.' 0^ 
J.4 " 3 i>>)ui 
C-t^M CT'Z'I 


45. 


lold me that Mi Darbyshiie agreed we should not ancmpt any story until 1 had looked 
through more material He said I should make translating the documents my priority 
and that, if necessary, 1 should get a second translator to help speed things up and 
ensure accuracy. I was not to worry about the additional cost of this. 

Given the significance of Tariq Aziz’s ‘work programme’ letter, and the possibility that 
I mi aht do a story based on it, I asked ^ to produce a written translation. He 
proceeded to do so by hand. I refer to a copy of:' ^ handwritten translation of 
this letter which he produced at the time and which may be found at pages 1-3 of the 
exhibit to his witness statement marked “ f\\ " WTien he had completed this, we 
continued as before with him reading out every page to me in turn. Sometimes he 
turned over the pages and at other times 1 did. About one hour later, at around 8pm, we 
came to a memorandum dated 3 January 2000. I was turning over the pages in the 
folder and saw the letterhead on the first page of what turned out to be a 5-page 
memorandum with 2 appendices. Part of the letterhead was printed in English: “Iraqi 
Intelligence Service’’. I asked ^ to read this memorandum out first, skipping 
another single-page document that was at that point stapled to its front. At some stage, 
the single-page document was accidentally tom off close to the staple. I do not believe 
that this happened during our inspection and assume that it did during later 
transportation from Baghdad to London. I should add that, at the time when yA, 
and I were looking at the documents, the letter from Mr. Galloway appointing Mr. 
Zureikat was also stapled to the back of the intelligence chiefs memorandum that 1 
have described above. 

■When i ^ translated the subject as “Mariam Campaign" 1 realised that the 
memorandum related to Mr Galloway. I asked' ^ to read it out in English with 
special care. He then read out aloud the entire memorandum and also its 2 shoit 
appendices. As he did so its importance rapidly became clear. I asked him to read the 
document to me a second time, without missing a single word. It was from the head of 
Iraqi intelligence to Saddam Hussein’s secretariat and it was obvious to me that it had 
the makings of a major story about Mr Galloway’s links with Saddam Hussein’s 
regime. This I would estimate was at about S;30pm Baghdad time (5:30pm London 
time) and I had the option of calling the foreign desk immediately and proposing a 
story. 
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I did not do so. My prime conceni was to ensure that we had a written translation that 
was as accurate as possible. ^ was reliable and his English was very good, but 
I wanted to be absolutely sure that in reading through the memorandum and its 
appendices he had not misinterpreted a single word, I decided not to tell the foreign 
desk about this document, despite its obrious importance, until 1 had a translation I was 
satisfied with. I also wanted time to think about the document and, given its contents, 
consider whether it could possibly be a forgery. 

By this lime it was dark outside and, as Baghdad was not safe at night, I thought that it 
would be unfair to keep K out. I told him to go home and to come back the 
next morning. I also decided to engage a second translator the followng day, so before 
he left I told h that the next morning we would need to find the "best 
translator in Baghdad" to help him go through that memorandum once again and 
produce the best possible written translation. 


4S. I then sat down and thought long and hard about what I had found. I considered the 
possibility of the intelligence chiefs memorandum being a forgery. I w'ondered 
whether there were other examples of the same tjpe of notepaper. I looked through that 
folder and several others and 1 found some other examples with similar crests. I asked 
mj-self whether there were other 'examples of the same signature. I looked through the 
other folders and found some other examples. I noticed that all the blue folders were 
bound w'ith w'hite cord lied in a distinctive single-bow'cd imot. I w'as familiar with the 
appearance of official Iraqi documents, having seen these on my various visits to the 
information ministry. The document looked genuine to me. 


49. I considered the circumstances in which I had found the folder containing the 
memorandum and these struck me as the strongest factor of all pointing towards its. 
authenticity. I thought that it would have been an extraordinarily elaborate exercise to 
forge this intelligence memorandum runmng to several pages, not to mention Tariq 
Aziz s letter and Mr Galloway’s signed letter appointing Mr Zureikat to act for him. 
Someone would have had to get hold of the right type of paper and forge a signature 
that matched those that appeared on other documents in that folder. They would have 
had to take that forged document into the foreign ministry, find this particular folder in 
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this paniculai filing-box (I would estimste that there would have been over 200 filing- 
boxes in total in the room). 

50. Then they would have had to take the folder apart and insert the document into the 
middle of it - in correct chronological sequence with the other documents, re-bind the 
folder (using an identical single-bowed knot) and then place it back in the filing-box in 
the room. There was a hand-written index at the start of the folder where the documents 
1 refer to above were located listing all the documents in it. VvTiat I did not know at the 
time but discovered subsequently was that the document initially stapled at the front of 
the intelligence chiefs memorandum was referred to on this index, so any forger would 
have had to forge this too. 


51. 
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Then of course such a person would have had to hope that someone might chance upon 
this document from the thousands of pages in the many hundreds of folders wlhin the 
hundreds of filing-boxes in the room - even if they happened upon the room at all - and 
that it would find its way to a journalist. It simply did not seem plausible that someone 
would go to such lengths to discredit Galloway, nor that this wholly precarious 
method would be deployed even if someone were minded to try. Unable to think of any 
other plausible reason why someone would go about such an exercise I came to the 
view that the intelligence memo must be genuine. 

At around 1 Ipm Baghdad lime (8pm London lime; 7 pm UCT time) I fried a short story 
about the capture of Saddam Hussein’s son-in-law by American forces. This followed a 
request from the foreign desk conveyed in a phone call. The story appeared on page 12 
of the 21 April 2003 issue of The Dai/y Telegraph, headed "Nine of clubs son-in-law 
surrenders in Baghdad” I did not mention my discovery of the intelligence chiers 
memorandum during tJus very brief conversation. 


Monday 21 Anri! 2003 


53. The following morning, Monday 21 April, I met : and , g/ as usual in 

ihe lobby of my hotel at about 9ara. ; recommended one of his university 

lecturers as someone who could help him produce a written translation of the 
memorandum. We drove to the Palestine hotel (where . , thought that he was 

working as a translator for US forces) and to his home but we were unable to locate 
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him. We then returned lo the Palestine hotel where I bumped into a French journalist 
who I knew slightly. She was leaving Baghdad that day and told me that her translator, 
a ■ , was available. 

■ I? ^ medical doctor and, although not a specialist translator, her English was 
excellent. She said she had translated medical journals, which suggested to me that her 
translation skills must be excellent. I had met several Iraqi doctors on my pretious 
visits to the country and I was aware that part of their medical course was actually 
taught in English. It was not uncommon for doctors to be working as translators at this 
time as no hospitals were functioning properly and, in any event, translating paid better. 
Journalists knew that doctors often made very able translators. I asked p to 
come to the Al-Hamra hotel to help translate an important document relating to a 
British politician and she agreed. 


55. P ^ K ^ and I arrived back at my hotel at about midday. I 

asked I and - ! ^ how they would like to work on the translation and they 

agreed that they should work together. 1 asked them to go through it line by line and 
urile it out. then went lo her home to collect an Arabic-EngHsh dictionary. 

My driver, , took her from the AJ-Hamra to her home and back again. They 

were away for about 45 minutes.' 


56. \\Tiile 1 ^ was away, at close to 12;30pm Baghdad time (9:30am London time; 

SuO UCT time) I called hfr Hams on the Telegraph foreign desk. Having considered 
carefully the possibility of forgery and unih the prospect of a final written translation oa 
the way I new felt more comfortable telling him about this document, but I nonetheless 
remained cautious in what I said. I told him that a few hours after we had spoken the 
pre\'ious e\Tning (Sunday 20 April), 1 had found another document relating to Mr 
Galloway, I gave him an account of the contents of the intelligence chiefs 
memorandum, based on what . had told me the previous evening. 

57. I recall that Mr Harris asked me whether there was any possibility that the document 
could be forged. I said that this seemed inconceivable for all the reasons I had been 
considering. Mr Harris agreed with me. I told him that 2 translators were about to start 
work on a complete, word for word translation. I said that the moment they were 
finished, I would send it lo the foreign desk. He asked me lo provide at once a short 
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wrinen Eummaiy of the central facts set out in the document. I began taping out this 
summary straight after finishing this conversation. 

P then returned and the 2 translators began working immediately on the 
intelligence chief s memorandum. Meanwhile I completed my summary of central 
facts ( j\ clarifjfng one or tv'o points for me as I did so) and transmitted the 
text to the Telegraph foreign desk at around 1pm Baghdad lime (10am London lime; 
9.00am UCT time). Once again, as the final translation was not ready, I was very 
cautious and only sent the foreign desk what 1 felt 1 knew for sure. I refer to a printout 
&om my laptop computer of this summary marked “D JB 4”. 

1 then left the translators alone in my room at the Al-Hamra and went out to sit on the 
balcony that was attached to my room. I was only about 5fl away from where they 
were sitting and I could see them at all times as the balcony was separated from the 
room area by a set of sliding glass doors. 


I called Mr Harris at around 1:15pm Baghdad time (10;15ara London time; 9:15 UCT 
lime) to ensure that he had received my summaiy of the central facts and that it served 
his purpose. He told me that it was fine. 1 reiterated that the translators were at work 
and I would send the final translation the moment it was complete. I told him this 
would not be for several hours. 1 knew that once | K i and ^ had finished 
their translation 1 might only have a couple of hours in which to WTrle the stories I was 
hoping to send to the Telegraph, so 1 decided to pul my feel up and read a book. 


Shortly before 5pm Baghdad time (2pm London lime), ' ^ . told me that they 

were almost finished and 1 moved from the balcony into the room. was 
writing out the last page of the translation of the intelligence chiefs memorandum by 
hand as he and ^ agreed on the English translation of the text I saw that he was 
tired and I thought it would speed things up if I did the writing W'hile they read out the 
translation to me. This happened for the last few paragraphs of the document. I refer to 
handwritten translation of the memorandum ending with my handwritten 
contribution, which may be found at pages 4-13 of the exhibit to his witness statement 
marked Al ” ■ no* work on the 2 short appendices at this point, but when 

the translation of the main part of the intelligence chiefs memorandum was complete I 
asked, ^ , whose spoken English was slightly better, to read it out in frill to me. 
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She did so. She aid ^ - polished and improved the translation as they went 

along w'hile 1 tjped it out on my laptop computer. They asked for my advice on the best 
way of expressing some terms in English. I refer to a printout from my laptop computer 
of this i)ped translation of the intelligence chief s memorandum marked “D JB 5”. 

62. ^\^)en we had finished, I showed' f} the handwritten translation of Tariq Aaiz’s 
‘work programme’ letier that had completed the pres-ious evening (Sunday 

20 April). Again I refer to handwritten translation of the letter, which may 

be found at pages 1-3 of Die exhibit to his witness statement marked ' "A^*' 

P looked over this and confirmed that it was an accurate translation. I do not recall 
her suggesting any changes. She then read it out to me while I tjped it out on my 
laptop computer. As the letter w'as vciy short this whole process took about 1 0 minutes. 

I refer to a printout from my laptop computet of this tjped translation of the Tariq Aziz 
letter marked “DJB 6”. 


63. Later in the afiemoon, Mr O’Malley arrived at my hotel and told me he had been asked 
to come and take photographs of the documents. 1 had been expecting him, as Mr 
Harris had told me that they had asked him to come to my hotel. Mr O’Malley and I 
took the folder containing Tariq Aziz’s ‘work programme’ letter, the intelligence 
chiefs memorandum and Mr Galloway’s letter appointing Mr Zureikat out onto my 
balcony. We laid the folder on the floor of the balcony and Mr O’Malley took 
photographs of the crucial documents. Neither Mr O’Malley nor I tampered with the 
binding of this folder or any of the other folders in any way. ! A’ 
did not do so either. Mr 0 Malley also look some other photographs, including one of 
the boxes and one of me sealed with the folder containing the Fawaz Zureikat 
appointment letter open in front of me. I refer to the photographs that Mr O'Malley 
look on this occasion, which are exhibited to his witness statement marked “HOM 2”. 
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I sent the translations of the intelligence chiefs memorandum and Tariq Aziz’s ‘work 
programme’ letter to the foreign desk electronically. This was before 6pm Baghdad 
lime (3pm London time; 2 pm UCT time). At that point ' ^ asked me if she 
could go home. I paid her and she left. I then called the foreign desk to ensure they had 
received the translations, which (hey had. 
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65. Mr Harris called nic back about 10 minutes later and we discussed what stories 1 should 
write. The decision as to whether or not these would be published was not one for me - 
my job w'as merely to submit copy - but it was clear it was being considered carefully 
in the office. 1 recall that Mr Harris asked again how we could be sure that the 
documents were genuine and we talked through the reasons I had given earlier. He 
acreed that these meant the documents must be genuine. He handed me over to Mr 
Darbyshire, the executive editor, who was again acting as Editor of The Daily 
Telegraph that day. Mr Darbyshire asked me to explain how I had found the documents 
and how we could be sure they were genuine. 1 responded with all the earlier reasons. 
He seemed satisfied with this. 

66. ViTien 1 had completed my telephone conversations I asked ^ who had been 

resting after completing b‘s work and, I believe, having something to eat, to write out 
translations of the 2 appendices attached to the intelligence chiefs memorandum about 
the Mariam Campaign. He had given me verbal translations of these the previous 
evening. Both were relatively short and essentially no more than a series of bullet 
points., 1 was therefore content for him to work on these alone' and without p 2 
assistance, I refer to. hand'vsritlen translations, which may be found at pages 

14 - li and 16 - 17 respectively of the exhibit to his witness statement marked n 

67. WTien ^ finished translating the appendices I had started working on the 4 
stories I had discussed writing with Mr Harris. There was no need to send the 
translations of the appendices to the foreign desk and 1 filed the follovring stories: 

the principal news story based on the main pari of the intelligence chiefs 
memorandum, at around EtlOpm Baghdad time (5:10pm London time; 4:10 UCT 
time). A sub-edited version of this article was published in the 22 April 2003 
issue of The Daily Telegraph headed “Galloway was in Saddam’s pay, say secret 
Iraqi documents”, I refer to a printout from my laptop computer of my unedited 
version of this article marked “DJB 7”. 

my account of how 1 found the documents, at around 9:30pm Baghdad time 
(6.30pm London time; 5:30 UCT time). A sub-edited version of this account was 
published in the 22 April 2003 issue of 77ie Daily Telegraph headed "How I found 
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ihe papers in looted ministr)'”. I refer to a primoul from my laptop computer of 
my unedited version of this account marked “DJB 8”. 

my piece about Mr Zureikat (based only on the first of the appendices), just after 
10:30pm Baghdad time (7:30pm London lime; 6:30 UCT time). A sub-edited 
version of this piece was published in the 22 April 2003 issue of The Daily 
Telegraph headed "The go-between: Loyal Ba’aihist supplied Saddam with 
weapons”. I refer to a printout from my laptop computer of my unedited version 
of this piece marked “DJB 9”. 

my story about the letters from other prominent Britons, just after lltlSpm 
Baghdad lime {S;15pm London lime; 7:!5 UCT time). A sub-edited version of 
this story was published in the 22 April 2003 issue of The Daily Telegraph headed 
"The letters they might wish to forget”. I refer to a printout from my laptop 
computer of my unedited version of this story marked “DJB 10”. 

68. 1 asked f\ to slay overnight at my hotel as I anticipated that the Telegraph 
might contact me with further questions about the documents and I thought that I might 
need his help. He went home at about 7pm Baghdad time to tell his family that he 
would be away for the night and returned to the hotel about 1 'A hours later. 

69. I had several more conversations with Mr Harris between 6:30pm and 11 :30pm 

Baghdad time (3:30pm and S:30pm London time). Soon after ‘ returned Mr 

Harris telephoned me and asked me to check the translation of the word “obtained” (in 
the context of the apparent receipt of funds derived from oil through the oil-for-food 
programme). , ^ did so with the help of the dictionary that ; ^ ■ had left 

behind. He picked up the hoteTs internal phone and checked his translation of that 
word a third time with the hotel recepliom'st, who also spoke good English. I then 
reported to the foreign desk that I was satisfied vith the original translation. 

70. Having filed the last of my 4 articles at just after 11:15pm Baghdad time (8:15pm 
London time), I had a final conversation with Mr Harris at about 11:30pm Baghdad 
time (S:30pm London time). By now it was clear that the decision had been taken to 
publish my stories in the following day’s paper. Mr Harris said that when the first 
editions of the following day’s Daily Telegraph landed on the news desks of other 
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newspapers at around 11pm (London time) that nieht (21 April), other journalists would 
be sent to the Iraqi foreign ministr)’. So he asked me to go back there early the 
following morning to see if I could find additional documents that might be of interest 
to the Telegraph before they were removed. 

71. 1 should also mention what I now believe to be an inaccuracy in the published version 
of my story headed "How I found the papers in looted ministry”. In the first paragraph 
I describe the room in which the filing-boxes were stored as “the office of Iraq’s foreign 
minister” and later as “adjoining the foreign minister’s office”. Both of these were 
speculation that I had expressed to Mr Harris and Mr Darbyshirc on the telephone but 
were not included in the copy I filed. On reflection 1 now believe both were incorrect 

Tiif.idav 77 .April 2003 

At about 9am the following day, Tuesday 22 April! ^ and I went 

back 10 the foreign ministry in accordance with Mr Harris’s request We found it 
guarded by about 7 armed men who were members of the Free Iraqi Forces, a militia 
attached to the Iraqi National Congress. They refused to allow us entry to the building 
so we left and went back to my hotel. We relumed to the foreign ministry at around 
noon with TV crews from the BBC and SKY News. On this later visit the television 
journalists persuaded the FIT guards to allow us to enter the building. The TV crews 
and Mr O’Malley (who had met us outside the foreign ministry at about midday at my 
request) look photographs and shot footage of the route that . ^ ■ and I had taken 

on our wsit the previous day. We did not attempt to remove any documents during this 
visit. My only purpose was to show the camera crews those parts of the building that I 
had visited with; on the 2 preWous occasions I have described, 

73. The BBC people I was meeting at the foreign ministry had specifically asked to see the 
crucial documents. So before setting out, I had taken the pale blue folder containing 
Tariq Aziz’s ‘work programme’ lener and the intelligence chiefs memorandum and 
locked it in the bool of . , 3 i car. We had then driven to the foreign ministry in 
that car. I had lefi the folder locked in the car boot when I went into the ministry with 
the journalists to show them where I had found it. The visit took about half an hour, 
during which; Q ; stayed in the car. I then renimed and we drove with the BBC 
correspondent to a quiet street nearby. There I took the folder from the boot and 
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showed her the relevant documents. I then drot'e back to the Al-Hamra hotel and took 
the folder with me to my room. I bad shown the BBC correspondent the document in 
this way because I had not wanted to cany such a distinctive folder openly at the 
foreign ministry' since it was now under Iraqi guard. I was afraid that if the guards saw 
the folder, they would confiscate it 

74. ^ and I relumed to the hotel from the foreign ministry. At this point I asked 

^ : to give me an oral translation of the covering memorandum to the 
intelligence chiefs memorandum. .At this point it remained stapled to the top right- 
hand comer of the intelligence chief s memorandum - precisely how I saw it on ray 
first inspection. This document appeared to be a response from Saddam Hussein’s 
office to the intelligence chiefs memorandum. It staled that Saddam Hussein had 
rejected Mr Galloway’s request for more funds and was signed by General Dr Abid 
Hamid a!-Khattab. 

75. After had given me an oral translation of the memorandum from al-Khattab, 

1 telephoned hfr Harris. This would have been shortly before morning conference time. 

I gat’e Mr Hams a brief report of the contents of the memorandum as it had just been 
translated for me. 
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76. I also had a brief conversation with the Telegraph’s diplomatic editor Anton La 
Guardia. He told me that he had been asked to contact Burhan Chalabi w'ho was the 
subject of the second of the 2 appendices to the intelligence chiefs memorandum. I 
agreed to send him my typed translation of the appendix that i A | had 
handwritten the prerrious evening. Once again ' ^ | read it out to me while I 

typed it onto my laptop computer. I sent it electronically to the foreign desk shortly 
after 3.T5pm Baghdad time (I2;]5pm London time; IlilS pm UCT time). I refer to a 
printout from my laptop computer of this typed translation of the second appendix 
referring to Mr Chalabi marked “DJB 11 ”. 


77. Later in the afternoon. 


wTote out for me his translation of the memorandum 


from al-Khatlab and then read it aloud to me in English as I typed it onto my laptop 
computer. I refer to . ^ j handwritten translation of this memorandum, which 
may be found at pages 1 8 - i 9 of the exhibit to his witness statement marked : * . 

I refer to a printout from my laptop computer of the typed translarion of al-Khattab’s 
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memoranduin marked “DJB 12”. I should say that this docmneni was short and my 
impression was that . ^ had not differed with him on any point of significance. I 

was therefore entirely confident of his ability to produce an accurate translation. 
Immediately after he completed his translation, I called Mr Harris and conveyed the gist 
ofihis memorandum. He asked me to write a news story' based on it. 

7S. At about 6pm Mr O’hfclley came to my hotel room and look photographs of the al- 
Khattab memorandum and also of correspondence berween Canon Andrew WTiite and 
the Iraqi health ministry, a letter wrinen by Lord Waverley and the letter v.’ritten by Sir 
Edward Heath. I refer to prints of the photographs that were taken on this occasion and 
which are exhibited to Mi O’Malley’s witness statement marked “HOM 9”. I sent the 
tjped translation of the al-Khattab memorandum to the foreign desk electrom'cally at 
soon after ErOOpm Baghdad time (J:00pm London time; 4:00pm UCT lime). I then 
wrote an article about the al-Khattab memorandum, a sub-edited version of which was 
published in the 23 April 2003 issue of The Daily Telegraph headed “Memo from 
Saddam: We can’t afford to pay Galloway more”. 1 filed my al-Khattab article shortly 
before E.30 pm Baghdad time (5.30 pro London time; 4.30pm UCT time). I refer to a 
printout from my laptop computer of my unedited version of this article marked “DJB 
13”, 

79. Also at about 9;I5pm Baghdad lime (6:15 London time; 5:15 UCT time), I filed my 
account of the searches for documents being conducted by journalists in Baghdad. A 
sub-edited version of this article was published in the 23 April 2003 issue of The Daily 
Telegraph headed “Press and looters vie for Saddam’s secrets”. I refer to a piinlout 
from my laptop computer of my unedited version of this article marked “DJB 14”. 

Wednesday 23 April 2003 

SO. On Wednesday 23 April I left the folder containing the crucial documents about Mr 
Galloway in the custody of my friend, Philip Reeves of The Independent, for 1 or 2 
hours in the evening, as I was concerned that someone might tiy to steal them from me. 
Mr Reeves, who was slaying close by in the same hotel as me I, later told me that he hid 
them in the fridge in his room. Apart from this period, and the short time the 
documents spent locked in the car boot outside the foreign ministiy, this folder 
remained with roe from the moment I found the intelligence chiefs memorandum on 
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Sunday night, 20 April. ] carried h around with me. The other folders remained locked 
in my hotel room. 


81 . 


In the morning, 1 asked to translate the other documents relating to the 

intelligence chiefs memorandum. I had discovered these documents that morning. He 
translated a letter to Saddam Hussein’s office from Izaat Ibrahim, deputy chairman of 
the Revolutionary Command Council, in which Mr Ibrahim suggested that Mr 
Galloway’s links with the Mukhabaral should be severed. He also translated a reply 
from Saddam Hussein's private secretary approving this suggestion. Once again,' 

^ vvTote out these translations by hand and then read them to me as I typed them 
onto my laptop computer. I refer to ' handwritten translations, ■which may be 

found at pages 20-21 and 22-23 respectively of his witness statement marked A I 
I refer to a printout from my laptop computer of each of the 2 translations I typed 
marked “DJB 15” and “DJB 16” respectively. I believe that I transmitted the 
translations to London late afternoon on 23 April. My telephone records show that 
tluee separate data transmissions were made by me that day at respectively 5.19 pm 
Baghdad time (2.19 pm London lime; 1.19 UCT time); 6.46 pm Baghdad time (3.46 
p.m London time; 2.46 pm UCT time); and 6.4S pm Baghdad time (3.4S pm London 
time; 2.48 pm UCT time). The translations would have been the subject of two of these 
transmissions, with the story to which I refer in the next paragraph being the subject of 
the remaining one. 


82. I also filed a story based on the translation of the lazat Ibrahim memorandum. A sub- 
edited version of this story was published in the 24 April 2003 issue of TTie Daily 
Telegraph headed “How Saddam tried to cover up Galloway’s links ■with regime”. 
Alongside was printed the text of the translation of Izzat Ibrahim’s memorandum. At 
some stage during the afternoon, I do not recall the precise time. Mr O’Malley came to 
my hotel to photograph the Izzat Ibrahim memorandum and the reply from Saddam 
Hussein s office. I had called him during the course of the morning to ask him to drop 
by later ■when be bad time, as 3 knew I would be looking through further documents and 
the foreign desk would want photographs of any that proved interesting. I refer to the 
printouts of the photographs taken by Mr O’Malley of the Izzat Ibrahim memorandum 
and the reply from Saddam Hussein’s office, each with the caption that I dictated to Mr 
O Malley and each of which is exhibited to his witness statement marked “HOM 10”. 
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53. Dunns the course of the day, 1 agreed -nrih Mr Harris lhal I would return to London 
with all the docuraents relating to Britain the following day. I would travel overland to 
Kuwait City and fly to London from there. We believed that this was the safest route 
out of the country. In preparation for my journey, I separated the 5 pale blue folders 
relating to Britain out of the various boxes. I also set aside 1 of the orange filing-boxes: 
the one labelled “Eritain-France”. I then packed 2 of the folders in one bag, 3 folders in 
another and the filing-box in a separate bag. I left all the remaining folders and 2 filing- 
boxes with my colleague Alex Spillius who was staying at the Palestine Hotel. I 
delivered them to him there at about 10;30pm Baghdad time on Wednesday 23 April 
2003. 

Thursday 24 April & Friday 25 April 2003 

54. At about 6am Baghdad time on Thursday 24 April a driver, who I had hired on. 

recommendation, picked me up from my hotel and took me to the Palestine 
hotel to meet Mr O’Malley. From there the 3 of us drove to Nasiriyda in southern Iraq 
to meet Jack Fairweather. Mr Fairweaiher is a freelance reporter w'ho occasionally 
w'orks for the Telegraph. During the car journey from Baghdad to Nasiriyia the five 
pale blue folders and the filing-box were stored in my luggage in the boot of the car. 

85. We met Mr Fairweather on a highway just outside Nasiriyia. I transferred into his car 
while Mr O’Malley returned to Baghdad. Again I put my luggage containing the 
folders in the boot of Mr Fairweathcr’s car. From Nasiriyia Mr Fairweather and I drove 
across the border into Kuwait. Mr Fairweather and I stayed at the .Marriott hotel in 
Kuwait overnight and then took the 1 1 :20am flight to London the next day. The folders 
and the box remained packed in my luggage, which was stored in the hold of the 
aeroplane. . 

86. We arrived in London at 5:30pm and I took the documents directly to the Telegraph’s 
offices in Canary Wharf. There they were taken directly into the custody of the 
Telegraph s legal department to be placed in one of the Telegraph’s safes. I understand 
that the distinctive while cord w'hich held together certain of the folders was 
subsequently cut so as to enable an expert to conduct a forensic examination of them. 
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87. ] understand and believe that Mr Fainveaiher and Abbie Traylcr-Smith, a Telegraph 
photographer, subsequently attempted to take back to London the folders 1 left in 
Baghdad with Mr Spillius; that some of them were seized by Kuwaiti customs olTicials; 
that Mr Fairweather and Ms Trayler-Smilh were, however, permitted to leave Kuwait 
with the remainder, which they then took back to London; and that in due course the 
remainder of the folders were placed with the other folders that had, on my earlier 
return to London, been placed in the Telegraph’s safe. 


Statement of Truth 

I believe that the facts stated in this witness statement are true. 


Signed 
Print Name: 









Dated: ( ^ June 2004 
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George Galloway MP 

House Of Commons 
Westminster 
London SW I A OAA 

Tel: (-\ 44) 171 219 6940 Fax: (^ 44} 171 219 2H79 

E-Mail : Georse.Gallowa^idMniermt.com 


To Whom It May Concern 


This is to certify that Mr. Fawaz A. Zureikat is my representative in Baghdad 
on all matters concerning my work with the “ Mariam Appeal “ or the Emergency 
Committee in Iraq - Given the infrequency of my visits to the Country and the 
regularity of Mr. Zureikat’s , it would be appreciated if all co-operation could be 
extended to him in his dealings on my behalf 

Save for any written permissions from me, no other person should be entertained as 
acting on ray behalf in any circumstances 

Thanking you for your co-operation . 



Chairman Mariam Appeal 






Organizer Emergency Committee on Iraq 
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Appendix No “t” 

Information Card of the Jordanian Fawaz Abdallah Zureiqat 

❖ Bom in 1949 - Jordan. 

❖ BA in engineering from al-Basrah University - he worked at the Iraqi Ministry of Oil - 
Oil Discoveries Company in the seventies and in different areas of the country. 

❖ From a Ba’athist family, his brother is also one of the Ba’athists who are still detained in 
the Syrian jails, and he sympathizes with the country to a great extent. 

❖ Currently runs Middle East for Semi Conductors Company whose main office is in 
Amman, but has a branch in Baghdad and Cairo. 

❖ Contributed to providing advanced military and civilian machines and equipment on 
behalf of several government departments. 

❖ Was the main coordinator of Mariam’s Campaign in Iraq and Jordan where he became a 
key member of the mobilization committee for the support of Iraq, after the committee 
used him as its cover since he is an independent personality who has good connections. 

❖ Coordinated with his cousin “Abdallah Ghanem Zureiqat”, Deputy of Al-Karak city at 
the Jordanian Cabinet, with regard to arrange meeting appointments for “Galloway” with 
the Jordanian People’s Council, and some Jordanian officials, as well. 

❖ Bore some of the campaign expenses in Jordan, which totaled about four thousand 
Jordanian dinars. 


Perman ent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #9 
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Appendix No “2” 


Information Card of Dr. Burhan Mahmoud Al-Chalabi. the British Citizen of Iraqi Origin 

❖ A businessman who lived in Britain for over thirty years. 

❖ Belongs to the British Conservative Party. 

❖ Has properties and estates in Britain. 

❖ Member of the board of directors of “Al-Qam al-Muqbil” “Next Century Foundation” 
foundation that includes a number of presidents of the board of directors for some 
prominent British companies, and takes care of providing political and economic 
consultations for investment purpose. 

❖ Has good relationship with Dr. Muzafar At- Amin, president of the Interest Section of 
Iraq in London since they are from the same city of Mosul. 


Permanent Subcommiftec on Invcstiyafions 

Galloway Testimony Report 
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In the Name of God, Most Gracious, Most Merciful 


Republic of Iraq 

The Presidency of the Republic 

The Secretary 

Secret and Personal 


Stamp 

Ministry of Foreign Affairs 

Office of the Minister of Foreign Affairs 

No,: 2298 

Date: 05/03/2000 


1/9 London 

No.: 19/4/99/2394/K 
Date: 28 Muharram, 1421 H 
Equivalent to May 02, 2000 


To; Comrade the Respected ‘Izzat Ibrahim 

Comrade the Respected Taha Yassin Ramadan 
Comrade the Respected Tariq ‘Aziz 
Comrade the Respected ‘ Ali Hassan AI-Majid 


RE: Mariam Campaign 

The President Leader (may God protect him) has given his orders regarding the content of the bitelligence 
Apparatus letter no, 5 dated to 01/03/2000 as follows; 

((To be studied by the four-member committee and the minister of Foreign Affairs. However, the 
principle that he who takes the initiative to reveal the truth, even the Western method, requires 
exceptional supports that will burden us, and I don’t believe we are able to fulfil! this if adopted in our 
policy)). 


Please take the necessary measures and inform us. 


Enclosures: Copy of a letter 


Regards 

[Signature] 

Lieutenant General 
Dr. ‘Abd Hamid Al-Khattab 
Secretary of the President of the Republic 
05/02/2000 


(2) The office: necessary action was taken; to be filed 
05/06/2000 


cc: 

- H.E. the Minister of Foreign Affairs / we hereby send you a copy of our aforesaid letter for the same 
purpose with regards. 

(1) I reviewed it. [Signature] 05/03 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 
EXHIBIT #11 
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In the Name of Allah the Compassionate and Merciful 
Republic of Iraq 

Revolutionary Command Council 
Deputy Chairman 

Letter No. 30/100 
Confidential and Personal 

To: The Respected Mr. President’s Secretariat 

Subject: The Mariam Campaign 

Your confidential and personal letter no. 19/4/99/2394/Q 


[May 6, 2000] 

The four man committee has discussed the contents of the intelligence service letter attached to 
your letter above with the attendance of Mr. Foreign Minister and we recommend the following: 


1. Continuing the cooperation with George Galloway about the oil contracts and 
other commercial contracts according to the rules as they stand now for competing with the 
standards and conditions of the commercial contracts that he submits. 


2, It is better not to engage the Mukhabarat in the relationship with George 
Galloway, as he has been a well known politician since 1990, and discovery of his relationship 
with the Mukhabarat would damage him very much. 


( 1 - 2 ) 

Secret and Personal 


Permanent Subcommittee pit Investipations j 

Galloway Testimony Report 
EXHIBIT #12 
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3. The Ministry of Foreign Affairs must coordinate with Comrade Tariq Aziz in 
selecting and looking after the people and organizations which ask for financial support in future 
in return for initiatives to support the Iraqi position. 


To be read please. 

Regards, 

[Signature] 

Izzat Ibrahim 
Deputy Chairman 
Revolutionary Command Council 
Confidential and Personal 


( 2 - 2 ) 

Secret and Personal 
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Statement of Allocations in the Phase Subsequent to Phase Six 
(Special Requests) 

[Ffand-wTilten note in Arabic that reads] 

The meeting that took place the morning of 12/14/1999; it has been agreed on what has been endorsed below. 



12/14 


12 / 13/1999 


Country 

•Miocations in Pha.se 
Five 

Allocations in Phase Six 

Allocations for the Phase 
Subsequent to Phase Six 

Remarks 

58- Romania 

A- Regular requests 

B- Special requests 

- Communist Parr\' 



i.2 

New request 

59- Hungary 

A- Regular requests 

B- Special requests 

-Hungaronafta 

Company 
- Hungary Interest 

Pany 



1.2 

New request 
( 1 0) millions 
New request 

60- Philippine 

A- Regular requests 

B- Special requests 

- Price Gases, Inc. 




New request 

61- Norway 

A- Regular requests 

B- Special requests 




New regular 
request 

62- Angola 

A- Regular requests 

B- Special requests 

- Sonangol 





63- Britain 

A- Regular reque.sts 

B- Special requests 

- Burhan Al-Chalabi 

- Mujahidi Khalq 
Organization 

- Tradax Company 


0.5% 

0.5% 

2 million barrels 

4.5 1.7% 

1.7% 

3.0 

^^4.5 million barrels 

New request 

New request 

64- Japan 

A- Regular requests 

B- Special requests 

- Mr, Kimoro Mitsu 




New request 

1 Secretariat 
of the 

Country 


( 11 ) 


Permanent Subcommittee on Investigations 
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STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/07/ ^3 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #14 
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SECTION ONE 
SPECIFIC PROVISIONS 
F.O.B. CRUDE OIL SALES CONTRACT 



277 


23-DE:-39 WE' ]5::2 SCMC, BAGHDAD 
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29-BEC-99 WED 15:33 SOMC, BAGHDAD FAX MO. 0096412853925 P, 5 


Contract between State Oil Marketing Organization 
(hereinafter callec3 SELLER) of the one part and FOPTUM OIL AND GAS 
OY (hereinafter called BUYER) of th© other part. 

VIhereby it is agreed as follows*- 


SECTION ONE 


Wherever the General Provisions of Section Tv/o, attached 
and herein incorporated in this Contract, are at variance or 
in conflict v;ith this Section One, th© provisions of Section 
One shall govern. 


ARTICLE ONE 

D EFINITIONS 

As used in this Contract, unless otherwise provided, tho 
following words and terms shall have the following meanings*- 


Darrel 


Day 


means forty-two (42) U.S. Gallons at sixty degrees 
(60®) Fahrenheit and at normal atmospheric pressure. 

moans a period of twenty-four (24) running hours 
commercing at 00.01 hours local time at the port 
of loading. 


Barrel per means the average number of barrels of crude oil 
Day (B/d)? nupplicd during a calendar day as defined above. 


F 


O.Bs 


means "Free on Board" as referred to in the ICC 
Incotorms 1990. 


Dollar ($)* The currency of the United States of America. 




1 
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29-5EC-93 WED 15:34 SOMO, BA3HEAI 


FAX SO. 0096412853925 


ftonthi t R,\oanB Gr« 5 iorian Calendar ronth coRironclng at 00.01 

hourn local tlp.o at the jK>rt of. loading on first 
day of tho rsonth. 

Cuartor : rioana a )>orioc) of throo (3) consscutlvo rontho 

beginning on a let January or a 1st April or a lot 
July or o Ifit October* 

year i tioann a Gregorian Calendar Year. 

API Crfivityi rioans Scale adopted by the Ari-oricon Potroloum 

Institute for oxprosslng the specific gravity 
of crude oil. 

SCP 9K6i raeano Socurity Council rosolution 9S6 (1995) of 

14 April 1995. 

SCR 1111 I raanna Security Council resolution 1111 (1997) of 
4 Juno 1997* 

SCR 1143 I ireann Security Council resolution 1143 (1997) of 
4 PccoTT'bcr 1997. 

SCR 1153 * poana Security Council rosolution 1153 <1990) of 

2D February 1098* 

SCR 1210 « ro.oanc Security Council Konolution 1210 (1998) of 

24 Novonber 1998, 

SCR 1242 I noano Security Council rosolution 1242 (1999) of 
21 nay 1999. 

SCR 1281 I v’.cano Security Council resolution 1281 (1999) of 

10 December 1999* 

f>61 Comit^ittcoi liToana tho Security Council Cor.uoltton ostebliebod 
by Security Counnll resolution 661 (1990). 

Procodurcin i means tho proccduroe to bo employed J>y tho 661 
CoT.mittCG (United Nations docurr.ont S/1996/636, 
dated 8 A.ugunt 1996) • 

DversGorn t woans tho indopondent exports in intornational 

011 trade appointed by the Socrotary-Goneral 
of tho United Nations piirouant to SCR 986 end 
tho proceduroo* 


Insncctors « means the Independent oil inopoctlon acjcmtci 

appointed by tho Socrotary-Gonoral pursuant to 
SCR 986. 




29-DSC-99 WSD 15:35 


SOMO. BAGHDAD 


FAX HO. 0096412853925 


P, 


ARTICLE TOO 

PERIOD S 

1. Subject to Article Eight below# this Contract shall 

boco;tie effective on the 29th day of Dec. 1999, and shall con- 
tinue thereafter until the 8th of Juno 2000, unices 
renovred by mutual agreement • 

2m The ultimnto consumer of the crude oil cold under this 

Contract shall bo Europe Cor Kikruk Crude Oil and Ear East 
for Oasrah llght- 

Any change in the deatlnatlon is subject to the prior 
approval of Seller. 


ARTICLE THREE 


QUANTITV AHD QUALIXy t 

1. SELLER undertokos to aell ond deliver FOB and BUYER 

undertakes to purchase, receive and pay for tho following*- 

Typo of crude Quantity Port of Loading 

KIRKUK 2 000 OOO/ODLS CBYBAN 

DASKAtl LIGHT 1 000 OOO/BBLS AL DAKR 

2« Tho g\iollty of tho crude oil shall b© the standard export 

quality available ot the port of loading from time to tirAo, 

3. Quantitlos shall roprocent contracted guantitlon or 

number of Jxirrols por day contracted multiplied by tho 
number of days of tho relevant period stipulated In Sub 
Article 2.1 

Am Quantities shall be lifted as evenly as possible over tho 
course of such delivery period in lots of approximato 
bcirrols and as will be agreed betv/een BUYER and SELLER. 

5. Quantities lifted under allowed operational vooeol olippago 
Bhall bo deemed os part of tho oontraotod quantltios of the 
period. 
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29-DEC-99 WED !5:35 SOMO. BAGHDAD 


FAX NO, 0096412853325 p, 8 


6, In cacoo whon SELLER, for rooGona technical or othorwlso 
that are boyonU his control. Is tinoblo to ftioot his full 
controctiiai cor^mitr'onto , SELLER shall have tho right to 
roduco thP contracted fjuantltloe for the duration of tho 
period vhon ouch clrcuiiistances shall prevail* SELLER oball 
advloo lyjyKR es soon an }>onsiblo hofore the beginning of 
nny period during v;hich supplion to all buyers aro to t>3 
reduced* 


7, In no event shall any loading start loyond tho 8tb of dune 

2000, unloos the Security Council hao authorised sales boyond 
that date. 
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29-DEC-99 WED !5'36 SOMO, MGHDAD 


FAX NO. 0096412853325 


ARTICLE FOUR 




The priccCo) of the crude oil to be delivered under this 
contract shall be aa followoa- 


TYPK OF CRUDE 
KT^Kru: 

nARRAH LIGHT 


API PORT OF LOAPIKG 

36.00 GEYHAH 

34.00 AL BAKR 


P rice H e chaniam in $ nor Parrel VQP 


Price shall bo the standard SOMO price as acjrood upon botv/oon 
SOfJO and tho United Nations from time to tlr«e. 
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9-DEC-99 WED 15:37 30MC. BAGHDAD 


FAX NO. 0096412853925 P, 10 


ArtTICLK PXVH 


Each party tthall havo tho rlcjht not lator than tho 15th 
day of nny rr.onth to requoot o rcviov/ of tho pricing rmchaniaiii 
of thic Contract. 

If foilov/ing a roguoat for a rovloWf tho i^artlos aro unablo 
to aqroo witVjiti a ;;oriod of t*T* (}*^) 'lay® Croin tho rtato upon 
v/hlch RUCh T-:~v*.T.r ,.\*s olfiwc party may olect to torvainoto 

this Contract hy serving wrltfeon notlco of phoce-out to the 
nthor par^v hr nholl to effective r-t the ©nfJ of the 

i>ionth follovring the ronth tJviring vhlch tho notice of tormlnation 
hno i'v>en rocelvoO. 

but if the parfcien are ahlo to agroo t»ithln tho 
mcntioncfl ton (10) period, ariy ocrood upon adjustment to 

tho pricing j^oebanism nholl ho subject to tho anproval of the 
6 C 1 Cor -pi 1 1 c o • 

ttov.'cvcr, i.-' .i:.rh rprrovol has not. liccn granted by the €61 
COMnittcc* thla Contract eholX r»o considered as Uorwlnatod a« 
of tho ond of the r.x>rth foJlov?lng tho wonth dui'lnq '-hicH the 
ohovo jrontioned ton <10) dayn period endc unloee tho partiou 
agree otiiow^lRO. 

In cepr 'v- Ccrtr^j'rt ration urdor ^.ny of itho ahovo 

mentlonotl oventn , -J.in Contireot x'or.ain in full force 

and effect at the* pricing r'cchanlnn Mpplicnblo in nccordn^x^r* 
with thif* Contract terms and oondttlona u)3 to tho offectivu 
dnto of torminotlon and oueJ^ termination ©hall not afCoot the 
purticu’ rlghta and obligations thorofron*., unless tho partloF- 
urtvco ot^st^rwi.so during tho .tH»rlod p^-ior to the of’fnotivo date 
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FAX MO. 0096412853925 P. 


ARTICI.E SIX 


PAYtlENTi 

1. nUYF.P RhfjJl establish in respect of each Bhlpr:s£>nt lifted 
under thin Contract on Irrevocable docu«?ontpry letter of 
credit loGuod by a bonX accoptablo to Basque Natlonalo do 
Pori!?, S.A. (**BNP'*) for conCirnatlon, in th'* Corfi! net 
out in Appendix I hereof » 

In all cares, l.otti'T or Cf^dlt obeli l>o eatabXlehod, 

conflrroofi and accepted at least sovon <7) dnya prior to 
ioncUn^ date* 

7. OUYCR irrovocebly undevtakee that p^yr'ent for o.-ich c.:r.:fc 
of crude oil lifted shall bo niade out of tho proceode of 
the oonfiriroc? Letter of Crodll; directly to account numhor 
0200-201752—001-00 ofltablishod by the Secretary— General of 
the dnitod Nations, pursuant to paragraph 7 of OCR 006, «t 
DNP (Nev/ York Branch) (hereinafter “United Nations Iraq 
Account"), upon pronontotlon to BMP of the docunents 
required by the Letter of Credit, Including but not 
llr.Utcd to tho Coiivr.orcial Invoice and tho Pill of Lading, 

.H , All charges within Iraq arc for SKLLEP, whoreae cli chfirg©?. 
OLitnlde Iraq are to fcxj borne ty BUYER, 

4, Unless C'thorwiflcj provided heroin, payniont ehall bo uade not 
Inter than rnirty (30) oaya frmft P/l date, in sajno deto 
fimds. 

If pnyf^^-’nt falls cK»c on a Saturday or Bank holiday other 
than flondey in tho place v/here payr?e»-.t is to lx? pvstdo then 
poyr-'.orit shall fo r;vi0o on the loot precoc51n& banking day. 

If payment foils duo on a Sunday or a Koudoy bank holiday 
in the fjlace where payn^ent is to be I.^ado then paywont 
shall ho n'odo on tho next oucceodinq bankinq day, 

.. 7 ^ 
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ARTICtfc^ SBVBM 

SOMO &-gAHDAt^D POCUtIBNTAYXOM t 

9 (3 oriQ. & 6 copios) 
4 
4 
A 
A 
A 
A 


UllJ. c>£ I..a4lng 

CcttiUlcoto of Origin 

CortlCicftto of Ouallty and Oiianliity 

E.oncllng Tlti'-O Shoot 

ullogo Roport 

Meintor'a Recolpt for Sonpl.oc 
Dlwtrlbiitlon of Docui^enfce 


Tv 70 KOto of docuit'-ente ar© handed to Haeter# on© bolng for 
Consignee. SRbLKR shall advloo BUYBR by tolox or cablo 
v/lthln forty eight <46) houro follov^ing oach loading 
v^ith the follov^ing dotalloi* 


a) 

Ve8Bol*e MarfiO 


b> 

Loading Port 


c) 

Cor^joncod Loading 

Data. 

cl) 

Coi'o.plotcd Loading 

Date* 

o> 

Sailing Date 


f ) 

Groao and net guantltleo In r.otrlc tonn 
and U«S* barrels. 

g) 

API Gravity. 



ARTICLB SIGHT 

AVPROVAL OF CONYRACT 

This Contract la oubjoct to tho approval of tho Ovorsoors 
on bohnlf of tho 6C1 Connltteo. Such approval shall i>o 
obtnlnod In accordance vlth the Procaduros, utilising tho forn 
sot out in Appendix II horoof. 


ARTICLE NIWB 


Si^^^CIAL CO»D.TTIOMS 


Loading of any nbipnent of crude oil ohell bo subject to 
the authorisation of the Inopcotoro ot tho port of 
loading* 'iho Inopoctor© shall also havo th© authority to 
Qtop tho loading if they detoroine that there lo any 
evidence of . Irr^iilerlty. 
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FAX NO, 0096412853925 P. 1 


2- Notwlthflton«3inc| Sub Article 4-3 oS Section "IVo of this 
Contract » th© accoptod rtato of arrival of the vasacl at 
tho loading ports shall l )0 fixed on a one (1) day ranoo. 

All rolatod Articloo of Section Two of the Contract v/ill 
road to that effect and oonfomity- 

3. Motwi thotanding Sub Article (6-5) of Section Two of thlo 
Contract SKLhFF ohall bo allowed ae laytime at A1 l?akr 
Torinlnnl p« followat — 

Layt _<hra > VeQSQl n<rr<!tY ) 

Up tC DOO 

54 130 000 - 19?) 9f»n 

55 Over 200 00 C 

All related Articles of Section Tv»o c*£ Contract vill 

read to that effect end conforriilty* 

4. In addition to the evonta ap-eclfled in Sub Arfciclo 6-6 of 
Section IVo, any tlii® consumod duo to the Innpoctom 
prohibiting loading shall not count asi usod laytiw-.o, 

5. This Contract ahall tor»Tiinat* forthwith In the that 

the ficcurity Council torp'-inat.eo the authoviaatlon to 
iirnort pottoi.eu!? or petroleum products originating iu "^rag, 

0* Aarivin.^!; », t. of th*. or i; c t c.r. S-CLLCr c.r 

BUVKh Shall tJO Rubjoct to tho approval of the 661 Conufttlttoo. 

7. Any clairi's fror^' hlfVER under Sub Article 1-3 or Arkicl^y 

Seven of Coction Two, and any analyees oarrifni out under Sub 
ArticloM 1-S and 1-6 of Section 'A/Or Rhell copied io thcf 
Ovcr«coru, Paypontr or other sv/ards under Article Thirteen 
of Soetton Two, in ronpoct of clolms under Articles One and 
Sovoii of Section TVo aro subject to tho &ppro%'al of the 6fl 
Cc;').i^ittoo. Any 3un- to bo paid by 'jUVfSR in nottlonont of a 
dluputo undor Article Thicteon of Section TSr<o> relating to 
tho procoodo of tho oolo of crudo oil vmder thin Contract 
ahal.1 tK> pai<) fy UUYPU directly to tho United ^’aticnE Irnc* 
Account/f 


- g 
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8. Payments to SEF.LEP under Sub Article 5-5 and Sub Article 
6-7 of Section Two, and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This Contract shall be subject to sen 906, SCR 1111, SCR 1143, 
SCR 1153, SCR 1210, SCR 1242, SCR 1281, the Procedures and the 
Memorandum of Understanding between the Secretariat of the 
United Nations and the Government of Iraq on the impleraen- 
tation of SCR 986 {United Nations document S/1996/356, dated 
20 May 1996). 

Other Terms and Conditions as per the standard SOMO General 

Conditions P.O.B. Crude Oil Sales Contract (Section Two). 


ARTICLE TEN 

ADDRESSES ; 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations 
and communications required above for the Overseers, on behalf of 
the 661 Committee, shall be effected at the addresses below:- 

FOR SELLER ; 

state: oil MARKETING ORGANI2ATION 
P.O.BOX 5118 
BAGHDAD - IRAQ 

TKLKXj 212198 - 212199 SOMO IK 

TELEPHONE 5 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX; 964-1-2053925 

FOR DUYER; 


t'ORTUM OIL AND GAS OY 

P.O.BOX. 100, KEILANIEHI, PIN-00048 FORTUM, FINLAND 
TEL I + 358 104 511 
FAX; + 358 104 52 4447 

FOR OVERSEERS; 


UNITED NATIONS, NEVI YORK, U.S.A 
FAX; 212 - 963 - 1628 


This Contract has been done and signed on the 29th day of Dec. 1999 


'O ^ 


FOR SELLER 
SADDAM 2. HASSAN 
EXECUTIVE DIRECTOR GENERAL 







FOR BUYER 
RODNEY A. GAVSHON 
DIRECTOR 


- 10 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No. : KH2/2033 1 

Ministry of Oil Date: 23 Ramadan, 1420 H 

State Oil Marketing Organization (State Oil) Equivalentto 12/31/1999 


Stamp 

Ministry of Oil / Office of the Minister 
No.: 15326 
Date: 12/31/1999 


To: The Minister of Oil 

RE: Approval on Exported Crude Oil Contracts 

With reference to the statement of allocations in phase seven that was approved on 12/17/1999, please find below the 
details of the contract signed with the Finnish company Fortum Oil and Gas-OY: 

1 - Number of Contract: M/07/83 
2- Date of Contract: 12/29/1999 

3> Name of Company Buyer: Fortum Oil and Gas-OY (Burhan Al-Chalabi) 

4- Nationality: Finnish 

5- Quantity: (2) million Barrels of Kirkuk 

(1) million Barrels Basrah light 

6- Type of Crude Oil: Kirkuk and Basrah light 

7- Destination of Crude Oil: Europe and the Far East 

8- Pricing Formula: Europe and the Far East 

9- Period of Supply: until 06/08/2000 

10- Estimated Value of Contract in Dollar: about (66) million dollars (based on the rate of $22/barre! 

For your review and approval, please. 

Regards, 



Saddam Zeben Hassan 
Executive Director 

fMisceltaneous signatures] 

For the Approval of Minister 
I approve 



01/01 

[Page footer] 

Arabic telex 5834 SOMO Telex 212198/212199 

P.O. Box 5118 Baghdad - Iraq Tel. 7742040 - 1 0 


Galloway Testimony Report 


EXHIBIT #15 
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Statement of AHocations for the Phase Subsequent to Phase Seven 
(Million Barrels) 


06/0i/2000 


No. 

Country 

Allocations in 
Phase Six 

Aiiocations in 
Phase Seven 

Allocations for the 
Phase Subsequent to 
Phase Seven 

Remarks 

54 

Britain 

2 

0.5% 

10 

2.8% 





A- Recuiar requests 



- 















Special 

requests 


0.5% 


2.8% 





*Mr. Burhan Al- 
Chalabi + 

(Galloway + Pawaz 
Zureikat) 



4 




!t has been increased by 
(!) million recently 

55 

Finland 









A- Regular requests 

- 


- 















*B- Special 
requests 









* Fortum 







New request (the 
company carrying the 
quantity of Mr. Burhan 
Al-Chalabi in phase 
seven) 










56 

Germany 




•'.V 





A- Regular requests 

- 
















i 

Special 

requests 








1 

*Vcba Company 


HHHI 

flHHi 

HHH 

HHH 

'HHHHI 

New request 

■■ 




HHHH 

HHH 

HHHl 




America 

3-6 

IH^i 

3:6 


■ T- 

•“■•yv 


1 

A> Regular requests 

















1 


■ 



1% 




Si 

*Oscar Wyatt 

3,6 

ss 

2.4 


BII^H 

imHi 



♦Samir Vincent 



1.2 






♦P.T. Repcojaya 







New request (30) 
millions 


♦Midland Oil Texas 







New request (40) 
millions 




















Total 

389 

100% 

355 

100% 

400 

100% 



A' Regular requests 

260 

67% 

254 

72% 





*B- Special 
requests 

129 

33% 

101 

28% 





Marketing flexibility in changing regular requests 

50% flexibility in the Northern border trading requirements and 100% for the Southern ones. 

The attempt of Russian companies (regular and special) to deal directly with the owners of refineries in order to avoid the 
danger of Iraqi oil being controlled by limited brokers (the meeting of both ministers in Moscow in April of 1 999) 


13 


Permanent Subcom mittee on Investigations I 
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04 2000 THII 16:33 FAX 44^0207 930 1303 NESTE (UK) HSITEC 




NESTE 


firky 


TELEFAX 


To 

United Nations, New York 

Attn; Dr Alexander V. Kramer, Oil Overseer 

Fax No. 212 963 1628 

Date 

: 20 April 2000 

From 

cc: 

Fortum Oil and Gas OY 

SOMO, Baghdad 


Mr Saddam Z Hassen 

Subject i 

Pages to follow 

Amendment to Contract no. M/0//83 dated i!y/T.d/1yyy 



Please be advised that SOMO and ■Fortum Oil and Gas QY have agreed to amend and 
increase the contractual quantity of above contract by an additional 1,000,OCM3 bbls of 
Kirkuk crude oil. 

The total contractual volume of the above contract will then be; 

3.000. 000 bbls Kirtcuk crude and 

1.000. 000 bbls Basreh Light crude 


Please approve the above amendment as proposed. 



0thjlnd regards 


For buyer 

Rodney A. Gavshon 
Director 


Neste (U.K.) Limited 
30 Chides II Street 
Londor*. SWIT 4AE 
Tel. t-44 (0)207 930 7333 
Tf*. 29720S/6 nospet g 
Fa*. +44(0)207 930 1303 


ConfldentiaAtjr Notice; 

The Information contained in this FAX is confidentoi and/or privileged. This 
Fax is intended to be reviewed intdallf only the individuals) named idtove. 
If the reader of this 7KANSMITTAL PAGE is not the intended recipient or a 
represenottve of the intended recipient; jrou are hereby notified dtat any 
review, disseminulon or copying of this FAX or die information contained 
herein is prohibhed. if you have received this FAX in error, please immediately 
notify the sender by telephone and return this FAX to the sender at the 
aforementioned adefress. Thank you. 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #17 
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2G-APR-00 THU 20^46 SOMC. BAGHDAD FAX NO. 00S641 2853925 


REPUBLIC OF IRAQ 

MINISTRY OF OIL 
STATR OVJL MAItlOSTIKG 
( S O &1 O ) 


.. 2 / 




TO* TUP U.N OVBRSEEnS 

FAX* 001212 963 1628 NEW YORK 

FROM* - OAGIJDAD TLXs 212198 / 212199 IK 

PAX NO. (9641) 285 - 3925 


WF s CONTRACT NO. M. 07 /03 DATEO 29/12/1999 

YOUR REFEPENCii.' S/AC . 25/2000/01 L/12 01 /COMM . 03 DATKD 4/1/2000 
AND PURTHEH OUR PA.X P/20193 I5ATF.D 29/12/1999. 

WE HAVF. ACR.EED V.’I'Iir CUSTOMER FORTUM OIL AND GAS - OY 
TO A^JE^/D THp A/M CONTRACT 'JO INCREASE CONTRACT OHANTITY DY 
AH AUniTtONAL O) MILLION QDL OF KIRKUK CRVDK OIL 
CONSK0UENTI,y TKF TOTAL CONTRACTUAL OUANTTTY WILL DP 
(3) MILf-IOH 0ULG KIRKUK CRUDE AND <l) MILLION OF 

DAGP.AH LIGHT. 

OTHER TERMS AND CONDITIONS REMAIN UNCHANGED. 

VJITU DEST REGARDS. 






SADDAM 'A, llASSAN 
BKBCUTIVE DIRECTOR 


S.O.M.O 


GENERAL 


Cr» FORTUM OIL AND GAS-OY 

FAX* 358 104 52 4447 FINLAND 

'j’LXt 1.2Afi43 frORTU FI 

ATTN* »”?, RODNEY A. C^VSHOK-DIRECTCR 


»/V0111C>AX> - 


TKUKlX SljllOS A SISIM 


a o SI o ubc 


TET-.- 
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UNITED NATIONS 



NATIONS UNIES 


SECURITY COUNCIL COMMITTEE ESTABLISHED BY RESOLUTION 661 (1990) 
CONCERNING THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25/2000/OIL/1 28 l/OC.S7/add. 1 26 April 2000 


TO. FORTUM OIL & GAS OY 

FINLAND 


FAX NO.: 011-358-950-55-828 

FAX NO.; (212)963-1628 

1 ATTENTION: Mr. R.A.C. GAVSHON 

REF. : OIL-FOR-FOOD ARRANGEMENT I 

1 TOTAL NUMBER OF TRANSMITTED PAGES INCLUDING THIS PAGE: I 1 


AMEMMEK-I: 


Re: Contract Number: M/07/83 UN REF: S/AC.25/2000/OIL/I281/COMM.83 

Between: SOMO and “FORTUM OIL & GAS OY” 

Date of Receipt of amendment : 24 April 2000 

PLEASE BE ADVISED THAT THE AMENDMENT TO THE ABOVE CONTRACT: 

AN ADDITIONAL QUANTITY OF 1,000,000 BBLS OF KIRKUK CRUDE OIL 
CONSEQUENTLY THE TOTAL CONTRACTUAL QUANTITY WELL BE : 

K IR K UK CRUDE BASRAB UGHT 

3,000,000 BBLS 1,000,000 BBLS 

OTHER TERMS AND CONDmONS REMAIN UNCHANGED. 

APPROVED BY SECURITY COUNCIL COMMITTEE ESTABLISHED 
BY RESOLUTION 661 (1990) CONCERNING THE SITUATION BETWEEN 
IRAQ AND KUWAIT 

REMARKS: 


cc: 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

PERMANENT MISSION OF IRAQ TO THE UN 
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iNCOHlNS MESSAGE - 
OCN: G00185A8S3 03 JUL.2000 



RECEIVER: AMMST 
SENDER: NYIBS 
SEND. NAME: CITIBANK 
PLACE: USA 

CTEST)AMT: 6997S 
USER CODE: FT9/5056 



REC.TIME: 

03-134905 

BASE NO: 400047 

PRIORITY: 

02 


MESS- TYPE: 

100 


SEND.TRN: 

C0001850S53801 

TEST RESULT: GOOD 

OUTP.REF: 

AMR9147 


CCY: 

USD 

DEL-STATUS: FT 

DEL. TIME: 

03-125000 


* TRAILER: MESSAGE TAKEN UP FOR AUTOFT PROCESSING 


AMR9147 


GFR2302 LVS0599 


.NYIBSCB 030947 030949 030949 

leST 80000703094955 G2900092 G3130669 AMT 69975 
OOOO OOCITIJOAXAXXXOOOOO 
0544 03C1T1US33AXXXOOOOO 
100 02 

: 20 : C0001850553801 


: 32A : 000 7 03US0699 75,00 
:50:D£LrA SERVICES, .LTD 
• S2n - V lOYDCHQGXXX' 


<,LQY DS TSB BANK P LC 
IT'PlACE 8^-A1R 
P.O. BOX 5145 


GENEVA CH-1211, SWITZERLAND _ 

:b9:MR FAWAZ 2URE1KAT . * 

:/0:/RFB/PAYCY0451299275S 

ISN 000747 SSN 0061178 OSN 005538 


FEES OeiaOCTED .25T00 

:72:/ACC/FOR YR P8 5055 AMMAN 11183 REL 
//009626/4644065 FAX 009626/464192 
//3 • 

/iNS/C0103 BANKERS TRUST COMPANY NE 


G630E9 7CS7 
alt RTD FM LAR 
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STATEMENT OF ACCOUNT ■■■■■» ACCOUNT CLO SED 

01 JAN 00 - 05.SEP 05 PAGE 1 


500190 

COPY AS O F05,SEP05 11:50:58 

MR. FAW AZ ABDALLAH ZUREIKAT 
P.O.BOX 7373 

AMMAN, JORDAN 


SAVING AC COUNT/FCY 


DATE 

DESCRIPTION 

VALUE 

AMOUNT 



01.01.00 

BAUNCE BROUGHT FORWARD C 

REDIT USD 

***2,038.97 



02.01.00 

INTEREST/CHARGES 

01.01.00 

13.36 




BALANCE CREDIT 

USD 

*•*2.052.33 



26.03.00 

S/A FCY CASH WITHDRAWA 

26.03.00 

1,000.00- 




BALANCE CREDIT 

USD 

*’*1,052.33 



29.06.00 

INTEREST 

01.07.00 

8.95 




BALANCE CREDIT 

USD 

***1,061.28 



04.07.00 

INTERNAL TRANSFER 

3001862211 04.07.00 

1.41- 


Z 


INTERNAL TRANSFER 

3001862210 04.07.00 

535.42- 




INCOMING TELEX TRANSFE 

3001868007 04.07.00 

69,975.00 


3>- 


BALANCE CREDIT 

USD 

***70,499.45 


n Z 

13.07.00 

C/A FCY CASH DEPOSIT 

13.07.00 

47,491.00 


20 


BALANCE CREDIT 

USD 

•••117,990.45 


Ot 

27.07.00 

INCOMING TELEX TRANSFE 

3002098160 31.07.00 

740.000.00 


O b 


BALANCE CREDIT 

USD 

***857,990.45 


IL W 

30.07.00 

INTERNAL DEBIT 

30.07.00 

27,200.00- 


95 


BALANCE CREDIT 

USD 

***830,790.45 


z < 

31.07.00 

C/A FCY CASH WITHDRAWA 

31.07.00 

2,000.00- 


-J 0^ 


INTERNAL DEBIT 

31.07.00 

19,000.00- 


p 1 



-2- 



z ^ 






n 2 






LL UJ 






z uJ 

o t 

O != 





o 

o 

o 


STATEMENT OF ACCOUNT ■■■■■I 




y o 

01 .JAN 00 

-05.SEP05 PAGE 2 



OFF 

CO CO 


Redacted By Permanent Subcommittee on 


investigations 


DATE 


Permanent Subcommittee on Invesdgaiions 

DESCRIPTIC Galloway Testimony Report 
EXHIBIT #20 


I VALUE AMOUNT 
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BALANCE CREDIT 

USD 

***809,790.45 



02.08.00 

INTERNAL TRANSFER 

3002151735 02.08.00 

1,107.34- 




S/A FCY CASH DEPOSIT 

02.08.00 

40,000.00 




BALANCE CREDIT 

USD 

***848,683.11 



03.08.00 

INTERNAL TRANSFER 

3002161727 03.08.00 

0.85- 




INTERNAL TRANSFER 

3002161935 03.08.00 

6.159.60- 




OUTGOING CUSTOMER WIRE 

3002161756 03.08.00 

15,698.55- 




OUTGOING CUSTOMER WIRE 

3002161754 03.08.00 

20,036.87- 




OUTGOING CUSTOMER WIRE 

3002161758 03.08.00 

40,038.03- 




OUTGOING CUSTOMER WIRE 

3002161759 03.08.00 

50,038.03- 




OUTGOING CUSTOMER WIRE 

3002161738 03.08.00 

150,038.03- 




OUTGOING CUSTOMER WIRE 

3002161760 03.08.00 

340,038.03- 




BALANCE CREDIT 

USD 

***226,635.12 



06.08.00 

INTERNAL TRANSFER 

3002192508 06.08.00 

1.41- 




INTERNAL TRANSFER 

3002192507 06.08.00 

587.57- 




BALANCE CREDIT 

USD 

***226,046.14 



15.08.00 

ACCOUNT DEBITED 

15.08.00 

3,000.00- 




INTERNAL DEBIT 

15.08.00 

100,000.00- 




BALANCE CREDIT 

USD 

***123,046.14 



17.08.00 

INTERNAL DEBIT 

17.08.00 

25,000.00- 




BALANCE CREDIT 

USD 

***98,046.14 



23.08.00 

INTERNAL TRANSFER 

3002362504 23.08.00 

1.41- 




INTERNAL TRANSFER 

3002362503 23.08.00 

2,827.82- 




BALANCE CREDIT 

USD 

***95,216.91 



24.08.00 

ACCOUNT DEBITED 

24.08.00 

2,059.06- 




BALANCE CREDIT 

USD 

‘**93,157.85 



27.08.00 

INTERNAL TRANSFER 

3002406114 27.08.00 

1.41- 




INTERNAL TRANSFER 

3002406113 27.08.00 

988.70- 




INTERNAL TRANSFER 

3002401935 27.08.00 

12,148.30- 




BALANCE CREDIT 

USD 

***80.019.44 



28.08.00 

INTERNAL TRANSFER 

3002411935 28.08.00 

2,543.78- 


z 


BALANCE CREDIT 

USD 

***77,475.66 


o 

30.08.00 

INTERNAL TRANSFER 

3002431735 30.08.00 

12.289.55- 




BALANCE CREDIT 

USD 

••*65,186.11 


o2 

04.09.00 

INTERNAL TRANSFER 

3002482501 04.09.00 

1.41- i 


frO 



-3- 



Ofc 
a. < 






2S 






B i 

z < 

STATEMENT OE ACXIOUNT MHMaHT 




-la 

01 .JAN 00 

-05.SEP05 PAGES 




< UJ 
pm 

ui UJ 
o s 

DATE 

DESCRIPTION 

VALUE 

AMOUNT 

O 

o 

u. UJ 

ot 





§ 



INTERNAL TRANSFER 

3002482500 04.09.00 

1.769.77- 

o 

So 


BALANCE CREDIT 

USD 

***63,414.93 

LL 

H 3 

07.09.00 

INTERNAL TRANSFER 

3002511725 07.09.00 

1.41- 




INTERNAL TRANSFER 

3002511735 07.09.00 

30,000.00- 




BALANCE CREDIT 

USD 

***33,413.52 



10.09.00 

INTERNAL TRANSFER 

3002541725 10.09.00 

1.41- 




INTERNAL TRANSFER 

3002541735 10.09.00 

4,237.29- 
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12.09.00 

18.09.00 

25.09.00 

26.09.00 

28.09.00 

04.10.00 

15.10.00 

16.10.00 

18.10.00 

STATEMENT 

01JANOO 

DATE 

22.10.00 

25.10.00 

29.10.00 

30.10.00 

06.11.00 


BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
C/A FCY CASH WITHDRAWA 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
S/A FCY CASH WITHDRAWA 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
OUTGOING CUSTOMER WIRE 
BALANCE CREDIT 
INTERNAL TRANSFER 


USD 

3002562502 12.09.00 
3002562501 12.09.00 
USD 

3002621925 18.09.00 
3002621935 18.09.00 
USD 

3002692507 25.09.00 
3002692506 25.09.00 
USD 

3002702506 26.09.00 
3002702505 28.09.00 
USD 

28.09.00 
USD 

3002782202 04.10.00 
3002782201 04.10.00 
USD 

3002891929 15.10.00 
3002891935 15.10.00 

15.10.00 
USD 

3002901741 16.10.00 
3002901729 16.10.00 
3002901735 16.10.00 
3002901740 16.10.00 
USD 

3002922221 18.10.00 

•4- 


‘**29,174.82 

1.41- 

1,412.43- 

*“27,760.98 

1.41- 

1,002.82- 

***26.756.75 

1.41- 

353.11- 

*‘*26,402.23 

1.41- 

1,059.32- 

*“25,341.50 

1.500.00- 

**•23,841.50 

1.41- 

1,545.23- 

*“22,294.86 

1.41- 

271.19- 

4,000.00- 

***18,022.26 

0.14- 

1.41- 

706.21- 

1.821.13- 

***15.493.37 

1.41- 


OF ACCOUNT MH 
- 05.SEP 05 PAGE 4 


DESCRIPTION 


INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BAUNCE CREDIT 
INTERNAL TRANSFER 


VALUE AMOUNT 


3002922220 18.10.00 
USD 

3002961929 22.10.00 
3002961935 22.10.00 
USD 

3002992506 25.10.00 
3002992505 25.10.00 
USD 

3003031929 29.10.00 
3003031935 29.10.00 
USD 

3003042212 30.10.00 
3003042211 30.10.00 
USD 

3003111929 06.11.00 


603.81- 

*“14,888.15 

1.41- 

3,954.80- 

*“10.931.94 

1.41- 

1,276.84- 

***9,653.69 

1.41- 

564.97- 

*“9,087.31 

1.41- 

2,542.37- 

*•*6,543.53 

1.41- 


Z 

o 

St 

OL < 

0 z 
z < 

1 w 
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< UJ 
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INTERNAL TRANSFER 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 

20.1 1 .00 INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 

23.1 1 .00 INCOMING TELEX TRANSFE 
BALANCE CREDIT 

27.1 1 .00 INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 

30.11 .00 INTEREST/CHARGES 
BALANCE CREDIT 

04.12.00 INTERNAL TRANSFER 
OUTGOING CUSTOMER WIRE 
BALANCE CREDIT 

06.12.00 ACCOUNT DEBITED 
BALANCE CREDIT 

07.1 2.00 INTERNAL TRANSFER 


3003112505 06.11.00 
3003112504 06.11.00 
3003111935 06.11.00 
USD 

3003250238 20.11.00 
3003250239 20.11.00 
USD 

3003284029 29.11.00 
USD 

3003320238 27.11.00 
3003320239 27.11.00 
USD 
01.12.00 
USD 

3003390257 04.12.00 
3003390256 04.12.00 
USD 
06.12.00 
USD 

3003422103 07.12.00 
5- 


1.41- 

1,416.67- 

2.824.86- 

***2,299.18 

1.41- 

564.97- 

*•*1,732.80 

97,221.60 

***98,954.40 

1.41- 

1,129.94- 

***97,823.05 

4.50- 

***97,818.55 

0.14- 

16,032.88- 

***81,785.53 

3,000.00- 

***78,785.53 

1.41- 


STATEMENT OF ACCOUNT 
01 .JAN 00 - 05.SEP 05 PAGE 5 


DATE 

DESCRIPTION 

11.12.00 

INTERNAL TRANSFER 
BALANCE CREDIT 

S/A FCY CASH WITHDRAWA 

13.12.00 

BALANCE CREDIT 

INTERNAL TRANSFER 

21.12.00 

INTERNAL TRANSFER 
BALANCE CREDIT 

INTERNAL DEBIT 

24.12.00 

BALANCE CREDIT 

INTEREST 

04.01.01 

BALANCE CREDIT 

INTERNAL TRANSFER 

07.01.01 

INTERNAL TRANSFER 
BALANCE CREDIT 

INTERNAL TRANSFER 

18.01.01 

INTERNAL TRANSFER 
BALANCE CREDIT 

INTERNAL TRANSFER 

21.01.01 

INTERNAL TRANSFER 
BALANCE CREDIT 

INCOMING TELEX TRANSFE 

22.01.01 

BALANCE CREDIT 

S/A FCY CASH WITHDRAWA 


VALUE AMOUNT 


3003422102 07.12.00 
USD 
11 . 12.00 
USD 

3003482108 13.12.00 

3003482107 13.12.00 
USD 
21.12.00 
USD 
01.01.01 
USD 

3010042105 04.01.01 

3010042104 04.01.01 
USD 

3010072105 07.01.01 

3010072104 07.01.01 
USD 

3010183116 18.01.01 

3010183115 18.01.01 
USD 

3010214357 22.01.01 
USD 
22.01.01 


1,416.67- 

***77,367.45 

60,000.00- 

***17,367.45 

1.41- 

1,412.43- 

*•*15.953.61 

5.000. 00- 
•**10.953.61 

118.56 

***11,072.17 

1.41- 

1,545.23- 

***9,525.53 

1.41- 

2,118.64- 

***7,405.48 

1.41- 

2 . 000 . 00 - 

*•*5,404.07 

100 . 000.00 

***105,404.07 

80,000.00- 


z 

0 

ii 

n ll 
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BALANCE CREDIT 

USD 

*”25,404.07 

23.01.01 

S/A FCY GASH WITHDRAWA 

23.01.01 

20,000.00- 


BALANCE CREDIT 

USD 

‘”5.404.07 

15.02.01 

INTERNAL TRANSFER 

3010460115 15.02.01 

1,942.23- 


BALANCE CREDIT 

USD 

"‘3,461.84 

20.02,01 

INTERNAL TRANSFER 

3010510112 20.02.01 

443.50- 


BALANCE CREDIT 

USD 

‘**3,018.34 

01.03.01 

INCOMING TELEX TRANSFE 

3010604069 11.03.01 

50,000.00 


BALANCE CREDIT 

USD 

”*53,018.34 

11.03.01 

INTERNAL TRANSFER 

3010702108 11.03.01 

1.41- 


INTERNAL DEBIT 

11.03.01 

31.21- 


- 6 - 


STATEMENT OF ACCOUNT 
01 .JAN 00 -05.SEP05 PAGES 


DATE DESCRIPTION 


VALUE AMOUNT 


CHARGES ON TLX $40000 
INTERNAL TRANSFER 
S/A FCY CASH WITHDRAWA 
OUTGOING CUSTOMER WIRE 
BAUNCE CREDIT 

12.03.01 INTERNAL TRANSFER 
BALANCE CREDIT 

04.04.01 INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE 

9.04.01 INCOMING TELEX TRANSFE 

BALANCE CREDIT 

23.04.01 S/A FCY CASH WITHDRAWA 
BALANCE CREDIT 

30.04.01 INTEREST/CHARGES 
BALANCE CREDIT 

07.05.01 INTERNAL TRANSFER 
INTERNAL TRANSFER 
BALANCE CREDIT 

31.05.01 INTEREST/CHARGES 
BALANCE 

28.06.01 INTEREST 
BALANCE CREDIT 

05.07.01 INCOMING TELEX TRANSFE 
BALANCE CREDIT 

09.07.01 INTERNAL TRANSFER 
INTERNAL TRANSFER 
INTERNAL TRANSFER 
OUTGOING CUSTOMER WIRE 
BALANCE CREDIT 

15.07.01 C/A FCY CASH WITHDRAWA 


3010702107 11.03.01 

11.03.01 
3010703111 11.03.01 

USD 

3010713126 12.03.01 
USD 

3010942101 04.04.01 
3010942100 04.04.01 
USD 

3011094055 23.04.01 
USD 

23.04.01 
USD 

01.05.01 
USD 

3011272205 07.05.01 
3011272204 07,05.01 
USD 

01.06.01 
USD 

01.07.01 
USD 

3011864066 09.07.01 
USD 

3011900213 09.07.01 
3011902414 09.07.01 
3011902412 09.07.01 
3011900211 09.07,01 
USD 

15.07.01 


1,412.43- 

10,000,00- 

40,038.09- 

***1,535.20 

0.92- 

***1,534.28 

1.41- 
1,532.87- 
*** 0.00 

59,966.50 

***59,966,50 

59.000. 00- 
***966,50 
4.50- 
***962.00 

1.41- 
960.54- 
***0.05 
0.05- 
*** 0,00 

10.66 

•** 10.66 

297,183.00 

*•*297,193.66 

0,14- 

1.41- 
1,836,16- 
30,038.09- 
••*265,317.86 

190.000. 00- 
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BALANCE CREDIT 

1 6.07.01 INTERNAL TRANSFER 

S/A FCY CASH WITHDRAWA 


USD 

3011970172 16.07.01 
16.07.01 


•7- 


‘*‘75,317.86 

4,943.50- 

6 , 000 . 00 - 


STATEMENT OF ACCOUNT IBHI 
01 .JAN 00 - 05.SEP 05 PAGE 7 


DATE DESCRIPTION 


VALUE AMOUNT 



BALANCE CREDIT 

USD 

*“64,374.36 

17.07.01 

INTERNAL TRANSFER 

3011982460 17.07.01 

1.41- 


INTERNAL TRANSFER 

3011982459 17.07.01 

6,497.18- 


BALANCE CREDIT 

USD 

***57,875.77 

19.07.01 

ACCOUNT DEBITED 

REVEUNE STAMPS CHG 

19.07.01 

0.28- 


OUTGOING CUSTOMER WIRE 

3012000522 19.07.01 

832.96- 


ACCOUNT DEBITED 

FT EUR REF3012000523 

19.07.01 

3.634.81- 


TRANSFER CHARGES 

3012000523 20.07.01 

21.16- 


BALANCE CREDIT 

USD 

***53,386.56 

22.07.01 

S/A FCY CASH WITHDRAWA 

22.07.01 

8.000.00- 


BALANCE CREDIT 

USD 

•“45,386.56 

23.07.01 

INTERNAL TRANSFER 

3012042403 23.07.01 

1.41- 


INTERNAL TRANSFER 

3012042402 23.07.01 

847.46- 


BALANCE CREDIT 

USD 

•**44,537.69 

26.07.01 

C/A FCY CASH WITHDRAWA 

26.07.01 

5.000.00- 


BALANCE CREDIT 

USD 

*•‘39,537.69 

30.07.01 

ACCOUNT DEBITED 

REVENUE STAMPS CHG 

30.07.01 

0.14- 


ACCOUNT DEBITED 

BUR FT 30121 10502 

30.07.01 

1.337.69- 


TRANSFER CHARGES 

3012110502 31.07.01 

21.16- 


BALANCE CREDIT 

USD 

*“38,176.70 

31,07.01 

INTEREST/CHARGES 

01.08.01 

4.50- 


BALANCE CREDIT 

USD 

“*38,174.20 

02.08.01 

ACCOUNT DEBITED 

02.08.01 

22,500.00- 


BALANCE CREDIT 

USD 

*•*15,674.20 

12,08.01 

S/A FCY CASH WITHDRAWA 

12.08.01 

5,500.00- 


BALANCE CREDIT 

USD 

*“10,174.20 

30.08.01 

INTERNAL TRANSFER 

3012420410 30.08.01 

2,118.64- 


OUTGOING CUSTOMER WIRE 

3012420520 30.08.01 

4,604.5f- 


BALANCE CREDIT 

USD 

***3, 451^06 

02.09.01 

INTERNAL TRANSFER 

3012450161 02.09.01 

1.41- 


- 8 - 


Z 

o 

o ? 
co 
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STATEMENT OF ACCOUNT 
01 .JAN 00 - 05.SEP 05 PAGES 


DATE 

DESCRIPTION 

VALUE 

AMOUNT 





INTERNAL TRANSFER 

3012450160 02.09.01 

1,323.47- 





BALANCE CREDIT 

USD 

"*2,126.17 




17.10.01 

INTERNAL TRANSFER 

3012902413 17.10.01 

1.41- 





INTERNAL TRANSFER 

3012902412 17.10.01 

1,836.16- 





BALANCE CREDIT 

USD 

•**288.60 




31.10.01 

INTEREST/CHARGES 

01.11.01 

4.50- 





BALANCE CREDIT 

USD 

***284.10 




29.11.01 

INTEREST/CHARGES 

01.12.01 

4.50- 





BALANCE CREDIT 

USD 

***279.60 




31.12.01 

INTEREST/CHARGES 

01.01.02 

4.50- 





INTEREST 

01.01.02 


5.93 




BALANCE CREDIT 

USD 

**‘281.03 




30.01 .oa 

INTEREST/CHARGES 

01.02.02 

4.50- 





BALANCE CREDIT 

USD 

***276.53 




28.02.02 

INTEREST/CHARGES 

01.03.02 

4.50- 





BALANCE CREDIT 

USD 

’•*272.03 




31.03.02 

INTEREST/CHARGES 

01.04.02 

4.50- 





BALANCE CREDIT 

USD 

***267.53 




30.04.02 

INTEREST/CHARGES 

01.05.02 

4.50- 





BALANCE CREDIT 

USD 

•**263.03 




30.05.02 

INTEREST/CHARGES 

01.06.02 

4.50- 





BALANCE CREDIT 

USD 

*•*258.53 




30.06.02 

INTEREST/CHARGES 

01.07.02 

4.50- 



z 


INTEREST 

01.07.02 


0.68 


o 


BALANCE CREDIT 

USD 

•**254.71 




31.07.02 

INTEREST/CHARGES 

01.08.02 

4.50- 





BALANCE CREDIT 

USD 

••*250.21 



^6 

29.08.02 

INTEREST/CHARGES 

01.09.02 

4.50- 



<Jlt 


BALANCE CREDIT 

USD 

***245.71 



ol^ 

30.09.02 

INTEREST/CHARGES 

01.10.02 

4.50- 



UL W 


BALANCE CREDIT 

USD 

•**241.21 



CJ 

o z 

31.10.02 

INTEREST/CHARGES 

01.11.02 

4.50- 



z < 


BALANCE CREDIT 

USD 

*‘*236.71 



1 a: 

28.11.02 

INTEREST/CHARGES 

01.12.02 

4.50- 



r CD 



•9- 




zS 







Q S 







U- Ui 

z UJ 







8E 






o 

o 


STATEMENT OF ACCOUNT laMHHI 
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oH 

01 .JAN 00 
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DATE 

DESCRIPTION 

VALUE 

AMOUNT 
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BALANCE CREDIT 

USD 

“•232.21 


31.12.02 

INTEREST/CHARGES 

01.01.03 

4.50- 



INTEREST 

01.01.03 


0.5 


BALANCE CREDIT 

USD 

•"228.21 


29.01.03 

INTEREST/CHARGES 

01.02.03 

7.00- 



BALANCE CREDIT 

USD 

"*221.21 


27.02.03 

INTEREST/CHARGES 

01.03.03 

7.00- 



BALANCE CREDIT 

USD 

"*214.21 


31 .03.03 

INTEREST/CHARGES 

01.04.03 

7.00- 



BALANCE CREDIT 

USD 

"*207.21 


30.04.03 

INTEREST/CHARGES 

01.05.03 

7.00- 



BALANCE CREDIT 

USD 

***200.21 


29.05.03 

INTEREST/CHARGES 

01.06.03 

7.00- 



BAUNCE CREDIT 

USD 

"*193.21 


30.06.03 

INTEREST/CHARGES 

. 01.07.03 

7.00- 



INTEREST 

01.07.03 


0.16 


BALANCE CREDIT 

USD 

"*186.37 


31.07.03 

INTEREST/CHARGES 

01.08.03 

7.00- 



BALANCE CREDIT 

USD 

*"179.37 


31.08.03 

INTEREST/CHARGES 

01.09.03 

7.00- 



BALANCE CREDIT 

USD 

*"172.37 


30.09.03 

INTEREST/CHARGES 

01.10.03 

7.00- 



BALANCE CREDIT 

USD 

*"165.37 


30.10.03 

INTEREST/CHARGES 

01.11.03 

7.00- 



BALANCE CREDIT 

USD 

*"158.37 


30.11.03 

INTEHEST/CHARGES 

01.12.03 

7.00- 



BALANCE CREDIT 

USD 

•"151.37 


31.12.03 

INTEREST/CHARGES 

01.01.04 

7.00- 



INTEREST 

01.01.04 


0.08 


BALANCE CREDIT 

USD 

*"144.45 


29.01.04 

INTEREST/CHARGES 

01.02.04 

7.00- 



BAUNCE CREDIT 

USD 

•"137.45 


05.02.04 

INTEREST/CHARGES 

05.02.04 

7.00- 



CRS DRAFTS 

3040360516 05.02.04 

130.46- 



- 10 - 


STATEMENT 
01 .JAN 00 

OF ACCOUNT 
-05.SEP05 PAGE 10 



DATE 

DESCRiPTION 

VALUE 

AMOUNT 

162 DEB 
19CRE 

INTEREST 

NEW BAUNCE 

CURRENT AVAIUBLE BAUNCE 

IT(S) 1,504,034 

DIT(S) 1,501,995 

05.02.04 

USD 

USD 

0.96 

0.99 

d d 

8S 

0 

b 


z 

0 

I5 

|o 

“it 

DC < 

2fe 

Si 

Z < 

1 <0 

J cc 

< LU 
ti 


UJ 


Q 2 
U. LU 

O t 
o - 

so 

y o 
q: £d 
H 3 
CO CO 


CITIB 


ANKN.A. AMMAN 





Marketing flexibility in changing regular requests 

50% flexibility in the Northern border trading requirements and 100% for the Southern ones. 

The attempt of Russian companies (regular and special) to deal directly with the owners of refineries in 
order to avoid the danger of Iraqi oil being controlled by limited brokers (the meeting of both ministers in 
Moscow in April of 1999) 


Permanent Subcommittee on Investipatinns 

Galloway Testimony Report 
EXHIBIT #21 














AxjUidl! Juji L> iwiii<£S 

,( ib*jv 6j!!t«) . 


CillaSU* 




WUUWWU 







OjUiR 


%' •?' ?ii^ VJ^ 6^%** t> irfii>S^>..^^ Cifc^UaW’!Uj>«i.' 

) vijfcU iaiiS Cxj&i^ ijjiA 4,iW t*< Cit^^ J4«3J;^ - 

. . ( V 1 VA / j^,ji^jjli ^L*i^ 


10-10 



313 


Witncs’^ Staterocut 



kin»w!cclge; 


stffirm thn» the following statements arc true and accurate to the best of iiiy 


!. Prom 1998 until 20tH I worketl as a consttitant to the Italtech Company which 
purchased and traded oil from Iraq under the United Natifms Oil for Food Program. In 
particular, 1 was retained by Italtech to (i) identify individuals and/or entities that had 
been granted allocations of crude oil from the Government of Iraq, and (ii) arrange 
meetings concerning the sale of such oil allocations between Italtech representatives and 
Hie recipients of the oil allocations. For these services, I was paid a commission by 
italtech. 

2. During this 3-year period of Oil for Food Program, I was intimately Jnvolved in the 
negotiation and purchase of approximately eight (8) oil allocations of Iraqi crude oil. 
Viic total volume of oil purchased in connection with those denis amounted to an 
estimated 16,(11)0,000 barrels. The total value of oil purchased in those transactions 
amounted to an estimated $240,000,000.00. 

3. In 2000, I received information that a Jordanian businessman named Fawaz Zureikat 
was representing an individual who had been granted an allocation of oil by the Iraqi 
Cioverninent. i contacted Mr. Zureikat to inquire about the Allocation and whether he 
n as interested in selling it to italtech. 

4. At that time, I knew that the Individual that Mr. Zureikat represented was a iirilish 
official named George Galloway, Ofiicials of the Iraqi State Oil Marketing 
Organization confirmed to me that Mr. Zureikat rcpre.scnted Mr. Gailnway in the sale 
of Galloway’s allocations of Iraqi crude oil. In addition, 1 personally read SOMO 
documents that stated that Mr. Zureikat represented Mr. Galloway with respect to 
tJalloway’.s oil ulloeationa. Lastly, the fact that Mr. Zureikat represented Mr. Galloway 
with re.spect to oil allocations and other business in Iraq was common knowledge, 
understood by many oil traders with whom 1 had regular contact. 

5. I informed Mr. Zureikat that Italtech would be interested In purchasing the allocation of 
oil, and pr oceeded to arrange a face-to-facc meeting between Mr. Zureikat and Italtech 

< :hairilliin, | OilTradeTT | 

6. The meeting with Mr. Zureikat occurred in B aghdad at the of fice.5 of ItAlteeh. I 
attended and participated in that meeting with [ oirTra^ J | To the best of my 
recollection, this meeting took place during phase 8 of the Program. I recall that Italtech 
received its own oil allocation in approximately December 20U0, at the beginning of 
pIiA.se 9. The meeting with Mr. Zureikat occurred a few months before that, 
approximately in the .summer of 2000. 


Siyned: 


Dated: 


Redacted by Permanent Subcommittee 
on Investigations 


1 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT m 
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7. } Oil Trader 1 ^ negotiated With Mr. Z ureikat the rate o f commission that Italtech would 

pay in exchange for the oil allocation. [ Pit Trader i j offered to pay a commission of 8 
cents per barrel for Kirkuk and 12 cents per barrel of Basra, initially, Mr. Zureikat 
agreed to this commission structure and a hand written draft of a contract was prepared 
between Italtech and Mr. Zureikat. Mr. Zureikat stated that he would have to get 
approval from his client before he could .sign a formal contract. ! understood that, in 
referring to his client, Mr. Zureikat meant Mr. Galloway. 

8. The following day, Mr. Zureikat contacted me and stated that his client wanted 20 cents 
a barrel and that he would not accept a lower commission for Kirkuk oil. Once again, 1 
understood that, in referring to his client, Mr. Zureikat meant Mr. Galloway. 

9. Although the preliminary offer between ftaltceh and Mr. Zureikat had been drafted, the 
deal ultimately fell through and italtech did not purchase the oil allueation from Mr. 
Zureikat and his client, Mr. Galloway. 

10. in submitting this statement, T affirm that (i) I am making this statement^ voluntarily, (ii) 
I have never been and am not currently confined by or in the custody of any 
government, including the United Sfate.s of America or Iraq, (iii) 1 wa.s not promised 
anything in exchange for this testimony, and I have not received anything of value in 
cxciiange for this testimony, (iv) I have not been coerced or otherwise threatened and am 
not making this statement under duress, and (v) everything stated herein is true and 
accurate and presented to the best of my knowledge. I have requested confidential 
treatment of my identity - including the redaction of my name from this witness 
statement — because T fear that the disclosure of my identity will expose me to serious 
bodily harm. 


Signed; 

Redacted by Permanent Subcommittee 
on Investigations 


Dsted: 
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O-iUL-OO MOH 20:56 SOMO. BAGEDAD 


FAX HO, 0096412853325 F. 2 


STA 1 E OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M / 08 / B 5 


Permane nt Subcommittee on Investigation*; j 

Galloway Testimony Report 

INHIBIT #23 
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lO-JUL-OO MOS 21:Oe SOMO. BAGHDAD 


FAX HO. 0096412853925 P. 14 


8. Payments te SELLER under Sub Article S-5 and Sub Articlcf 
b-7 of Section Two# and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9. This Contract shall be subject to SCR 966, SCR illl, SCR 114.1, 
SCR 1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, the 
Procedures and the Memorandum of Understanding between the 
Secretariat of the United Nations and the Government of .Iraq 
on the implementation of SCR 986 (United Nations document 
S/1996/356, dated 20 May 1996). 

Other Terms and Conditions as per the standard SOMO C;«neral 
Conditions F.O.R. Crude Oil Sales Contract (Section IVo), 
as por Coi’tract No. M/07/40 dated 19/12/1999. 

ARTICLE TEN 

AD DRESSES ; 


In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations 
anc5 communications required above for the Overseers, on behalf of 
the 661 Committee, shall be effected at the addresses below:- 

FOR SELLER { 

STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
PAGHDAD - IRAQ 

TELEX: 212198 - 212199 SOMO IK 

TELEPHONES 964-1-2869561 

964-1-7742040 - 10 Lines 
FAX: 964-1-2853925 


FOR BUYER; 


AREDIO PETROLEUM 
5, RUE DU IIELDER F-75009 PARIS 
TEL: + 33 1 48 01 61 35 
FAX: + 33 1 42 46 37 15 


FOR OVERSEERS; 


UNITED NATIONS, NEW YORK, U.S.A 
PAX; 212 - 963 - 1628 


This Contract has been done and signed on the 10th doy of JuLy 2f»i00. 


SADDAM 2 . }!ASSAN 
EXECUTIVE DIRECTOR GENERAL 



POR BUYER 

MARTIN O. SCHENKEB 
CO-MANAGER 


10 
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!n the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KH2/1 1895 

Ministry of Oil Date: 14 Rabi’ 11, 1421 H 

State Oil Marketing Organization (State Company) Equivalent to 07/1 5/2000 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 616 

Date; 01/15/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

With reference to the comment of your Excellency dated 06/25/2000 on the statement of 
allocations in phase eight, please find below the details of the contract signed with Aredio 
Petroleum Company (Fawaz Zureikat): 

1- Number of Contract: M/08/35 

2- Date of Contract; 07/10/2000 

3- Name of Company Buyer: Aredio Petroleum 

4- Nationality: French 

5- Quantity: (4) million barrels (3 millions of Kirkuk and (1) million barrels of Basrah light) 

6- Type of Crude Oil: Kirkuk and Basrah light 

7- Destination of Crude Oil; Europe and the East 

8- Pricing Formula; Europe, and the East 

9- Period of Supply: until 12/05/2000 

10- Estimated Value of Contract in dollar: about (96) million dollars (Based on the rate of $24 
per barrel) 

For your review and approval, please. 



Saddam Zeben Hassan 
Executive Director 


For the approval of the minister 
1 approve 



07/16 



07/18 

(Page footer] 

P.O.Box 5118 Baghdad-Iraq Tel, 7742040-10 Telex 212198 & 212199 

( Permanent Subcommittee on Investipafions 

Galloway Testimony Report 
EXHIBIT #24 
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HEAD OF FINANCE DEPT. 
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HEA0 OF FINANCE DEPT. 
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c: U ' H 

I’M G M 

E S 

S A. G E 



-6CN:r.,.G0b2087126 


26 JUL.2000 



RECEIVER: 

AMMSl 



REC.TiME: 

27~llb70S 

SENDER: 

LONXP 


■ BASE NO: 400047 

PRIORITY: 

02 

SEND. NAME: 

CiT IBANK 

N.A 

.LONDON 

MESS. TYPE: 

100 

PLACE; 

LONDON WC2R 

IHB-ENGLAND 

SEND. TRN: 

TR17007 764 LC00U0 




TEST RESULT: NR 

OU IP. REF: 

AMR1S91 





CCY: 

USD 

USER CODE: 

f [9/5y96 


DEL. STATUS; FI 

DEL. riME; 

27-i51«00 


*■ iKAILtR: HESoAGE i'AKEN UP FOR AUfOFT PROCE 


AMR1491 AFL90 

AMMS i 

-LONXRGB 2/085!i 2/OG';i 
:E3r NR 

■w'ib 2/c£ r f.J0Ax«:xxx4a,'i'j 
: ■“ /UEBGCHtiX^AXXX 

.00 02 

OO; TR.l/OOr /64lCOOO>i 
; OOJ.J / 2 /UoO / OiUJOj. < , 

,0:iAURU3 I RUt-kuh 

. ;'IU33>SXXX 

AWAZ A. /.UREIKA!' 

0) SERVICE FEES. Gf-'ZSO 261 262. 26.-i- 
/lAiBEN • ■ 

4AC/6266//i£ 

..HK/62A2C/BBC3DD 

‘AC 

::0/2/085S LN AP9945V 

UNiESTEO/OUTBOUND/RESULl' NOT KNOWN » 


■27.JUL 00 TIME 14:04:i6 RAGE 001 LAST PAGE 


■fc.or'opeao lOC*A|L 
C^.erNevJC< 



Redacted by the 
Permanent Subcommittee 
_onjtmsngatio^ 


I Permanent Subcommittee on investigations 

Galloway Testimony Report 
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Payment 

Type: RC Status: Fixed Vdate: 080400 TON: BAN: 

Amount: $149,980.00 Commission: $18.00 fC) Charge: $0.00 () Cost Center: 

Credit Account: () 

ABA: 0008 (CITIBANK NA) 

Swift 20: G0002162239901 Swift 21: 
input: 08:38:53 (VIR) 

OFAC: 0 
Aum. Rel: 0 
Released: 02:12:09 
Vertfied: 10:46:13 (HAR) 

Credit Party:'PMHMHA UID:W^ Swift ARABJOAX100 Fedld: 

ARAB BANK,JBC.AMMAN 
Old IBK Party; UID; Swift: Fedld: 


ARAB BANK, JBC, AMMAN 
BNF Party; UID; Swift; 

AMINA NAJI ABU ZAYYAD 
Debit/iNS Party; PHHM UID: 


CITIBANK. NA 
AMMAN BRANCH 
P.O. BOX 5055 
AMMAN. JORDAN 

0GB Party: UID; Swift: CITIJOAX 


CITIBANK 


Swift: ARA8JOAX100 Fedld: 
Fedld: 

Swift: CITIJOAX Fedld: 


Fedld: 


ORO Party: UID; Swift: Fedld: 

MR. FAWAZ ABDALLAH ZUREIKAT 
P.O.BOX 7373 
AMMAN, JORDAN 

iSN; PSN: RSN; 000125 SSN: 0038526 

Une;48 Pref: RRSN: Store Date; 080400 


RoFDate: RoFPSN: RoFSSN; 


OBI: 

LBSS CHARGES 


BBI: 

630 PAY THRU FIFTH CIRCLE BRANCH 


Sf-^ymnts //jye*ffpaWons 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #28 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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Payment ^ 

Type:CH Status: Released Vdate. 061100 TON; 317 BAN: 973161 

Amount; $24,945.00 Commission: $16.00 (C) Charge: $0.00 {) ■ Cost Center. 

Debit Account; 0 

ABA: 0008 (CITIBANK N A) 

Swift20;T09080111 Swift 21: | 

Input: 00:00:00 (...) 

OFAC: 0 

Auth. Rei: 00:37:59 (...) 

Released: 00:40:49 

Verified: 00:00:00 (...) ( 

CrediUBBK Party; MHHII UiD: MM Swift CPBKGB22 Fedld: : 

THE CO-OPERATIVE BANK PIG 
78/80 CORNHILL 
LONDON EC3V 3NJ, ENGUND 
BNF Party; MHMi UID: Swift: Fedid: 

AMINEH ANU ZAYYAD 


DebitrtNS Party: ' 

MMMMV UID; MMH 

Swift: ARABGB2L 

0GB Party: 

ARAB BANK. LONDON 

UID: 000000 Swift: 

Fedid; 


ORG Party; 

ARABJOAX134 

ARAB BANK PLC 
(FIFTH CIRCLE BRANCH) 
AMMAN 

UID: 000000 Swift: 

Fedid; 


ISN:000273 

AMINEH ABU ZAYYAD 

PSN: 000273 RSN; 


SSN: 0000718 

Line:48 

Pref: RRSN: 

Store Date; 081100 


Fedid; 


RoFOate: RoFPSN: RoFSSN: 


BBI: 

631 C ACC HELD AT YOUR 29 GORDON 

STREET GLASGOW G1 3PF 


ST‘Pymnts Investigatiana 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #29 


Redacted by the 
Permanent Subcommittee 
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15-5ep-05 
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AMMOOOi^ 

NYEAP 

'.AMMSTdSi ' ' 

TEST Y AMT 40000 
TESTED WITH C8 liONDON 
1700 03CITIUS33AXXXOOOOO 
1700 03CITIJOAXAXXX00000 
100 02 

!20!3002161758 
:32A:000804USD40000, 
z50:MR. FAWAZ ABDAELAH ZUREIKAT 
P.O.BOX 7373 


:S7D!BYBL0S BANK 


HAMRA BRANCH, BEIRUT .LEBANON 
!59:PETR0C0RP A. V. V 


A/C 


:70:CCaO£ERCIAL FEES 


!71A:BEN 



= 08031700CITIBANX N.A. JUOIAN •• END OF MESSAGE •* 
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Fax enis par • 83.4 2^3715 * 

rrca r«>4u av • a«anErix«09<99ui 
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OPERH HtlBE* 


IS^Bl^ai 12:83 Ps,: 3/28 
to xa-ao fn rtn eg: 

UX NO. 0036412853925 P, 2 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/09/ 3-3 
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F.jt p»r : 814246371S 

rnwk r«i'aM aa ■ uw n j^awet 

13-MH-Ol SAT 22: !3 


, OPEJlft HElBla 

SOM, BAGHBAD 


_r».LA'4^'78 


FAX HO. 0036412853925 


xtr^sB 

I 14 


a. Pnvwtfits to SELLER linear Sub Article S-S entf Stib Article 

6-7 of Section Two, »r»d any other rayweatt or awards under 
Article Thirteen of Section Two. are subject to the aonreval 
Of the 661 Cnwmittee. 


9 . 


Secreteriet of the United Nations and the Rovernwent of !ra« 
on the Irani Bwentntlon of SCR 986 (United Nations nocuraent 
dated 20 May 1996). 1 

Other TermsA end Concltlons as oer- the standard SOHO Sanoral 
Conditions K.O.a. Crude on Soles Contract (Seefinn Two). 

A* ner Contract Mo. H/08/35 dated t0/7/2‘''06, ! 


This contract snail be subJeec to sen 986, scR mi, see nag, 

SCR nr.3. SCR izio. scr laSz, scr izai. scr isoa. scr isso. tfte 

Proccduro* and the Memorandum of understandl no between the 


ADDRESSES: 


ARTICLE TEN 


in addltifT to th" notice*:, dot! aratlont other cowwunlcatlona 
reoiilred under Article Fourteen, notices, anprovala, deelaratione 
and eomffliinieatlons reniilrad above for the Oworaenrt, on behalf of 
thr Cnmni t , shell he effected at the addressee bolow;- 


KUP. S ELLER t 

STATE OIL HARKET1H8 ORCANIZATIOM 
P,<»,Rn>r sits 
BARHPAO - IftAO 


TEtiX : 
TELEPHONE; 

FAX j 


212198 - 212199 SOHO IK 

964-1.2869S61 
964-1.77-120^0 - 10 Lines 
954-1-2863926 


FOR BUYER: 


A.lEr*irj PETROLEUM - FRANCE 
r, , «MF DM HELOER F.7SQ09 
TELJ 4 t 48 01 61 35 
FAX: 4 33 I 12 46 37 15 


PARIS 


i HR r.VESsggsn ? 


UNlTEh NATIONS, NEW YOft<, U.S.A 
FAX; 212 - 965 - 1628 


1hl4 Contr-aicihas ocen dona and stoned nn tte IStiydov of Jan 



FOO SELLER 
SADCAM 2. HASSAN 
EXECUTIVE DIRECTOR GENERAL 



i9 


FOR ^UfER 
4ARTIN 0. SCHEMKER 
CO-HAKAOER 


2001, 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/729 

Ministry of Oil Date: 19 Shawal, 1421 H 

State Oil Marketing Organization (State Company) Equivalent to 01/14/2001 


Stamp 

Ministry of Oil/Office of the Minister 

No.: 616 

Date: 01/15/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the approval of your Excellency, please find below the details of the contract signed 
with Aredio Petroleum Company (Fawaz Zuraiqat - Mariam’s Appeal); 

1- Number of Contract: M/09/23 

2- Date of Contract; 01/12/2001 

3- Name of Company Buyer: Aredio Petroleum - France 

4- Nationality; French 

5- Quantity; (2) million barrels of Basrah light crude oil 

(1) million barrels of Kirkuk oil 

6- Type of Crude Oil: Basrah and Kirkuk 

7- Destination of Crude Oil; the United States, Europe and the East 

8- Period of Supply; until 02/28/2001 

9- Pricing Formula: America, Europe, and the East 

10- Estimated Value of Contract in Euro: about (64) million euros (Based on the rate of $20 per 
barrel) 

11- Surcharge: payable within one month from the date of loading each shipment 
For your review and approval, please. 


Saddam Zeben Hassan 
Executive Director 

For the approval of the minister 

I approve 

01/15 


01/16 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #34 
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Crude Oil Allocations during Phase (9) of the Memorandum of Understanding* 


- Total quantities lifted reached about (354) million barrels 

- Estimated profit margin of this phase is $0.85 per barrel 

♦Due to the special nature of this phase as the former regime imposed conunission on the 
contractors (surcharge amount), and since many companies refused to pay said surcharge, 
therefore, instructions were given to contract with any company willing to pay the 
surcharge. 


No. 

Contract No. 

Contractual Company 

Quantity Lifted 

23 

M/09/23 

Mr. Fawaz Zuraiqat / George 
Galloway / Aredio Petroleum - 
French 

1.014 
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FFpOm : MIDDLE ERST RSI 


NO. : +%2 6 553317? May. 11 2001 12:i2Pri P2 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/09/IIB 
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FROM : MIDDLE EftST RSI 


PHCWE NO. : 4-^2 6 5533177 May. 11 2001 12: 18PM P14 


8. Payments to SELLER under Sub Article 5~5 and Sub Article 
6-7 of Section Two, and any other payments or awards under 
Article Thirteen of Section Two, are subject to the approval 
of the 661 Committee. 

9, This Contract shall be subject to SCR 986, SCR 1111, SCR 1143, 
SCR 1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 1330, 
the Procedures and the Memorandum o£ Understanding between the 
Secretariat of the United Nations and the Government of Irag 
on the implementation of SCR 986 (United Nations document 
S/1996/356, dated 20 May 1996). 

Other Terms and Conditions as per the standard SOMO General 

Conditions P.O.B. Crude Oil Sales Contract (Section Two). 

ARTICLE TEN 

ADDRESSES! 


In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations 
and communications required above for the Overseers, on behalf of 
the 661 Committee, shall be effected at the addresses below:- 

POR SELLER! 


STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 
BAGHDAD - IRAQ 

TELEX: 212198 - 212199 SOMO IK 

TELEPHONE! 964-1-2869561 

964-1-7742040 - 10 Lines 
PAXs 964-1-8853925 

FOR BUYER! 

————————— * 

MIDDLE BAST ADVANCED SEMICONDUCTOR, INC, 

AMMAN. 24 ABU ERSHEID CENTRE / GARDENS ST.-TLA»A AL-ALI 
TEL: 9626-5533166/5532863/5522862 
PAX! 9626-5S33177 
TLX* 21199 .MARJl JO 

P.O.BOX. 7373 AMMAN (11118) JORDAN 
E-MAIL! PAWAZ S MEASI. COM. JO 


FOR OVERSEERS! 


UNITED NATIONS, NEW YORK, U.S.A 
FAX: 212 - 963 - 1628 


This Contract has been done and signed on the 3rd day of May 2001, 


FOR SELLER 
SADDAM Z. HAS5AN 
EXECUTIVE DIRECTOR GENERAL 


FOR BUYER 
FAWAZ A. ZUREIKAT 
PRESIDENT 


10 
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CRUDE OIL SALES CONTRACT 


NO. M/10/38 
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8. Payments to SELLER under SUB Article 5-5 and Sub Article 
6-7 of Section Two, and any other Payments or awards under 
Article Thirteen of Section Two, are subject to the approval of 
the 661 Committee. 

9. This Contract shall be subject to SCR 986, SCR 1111, SCR 

1143 SCR 1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, 
SCR 1330, SCR 1360 the Procedures and the Memorandum of 
Understanding between the Secretariat of the United nations and 
the Government of Iraq on the implementation of SCR 986 
(United Nations document S/1996/356, dated 20 May 1996). 

All other terms and conditions as per ( Section Two) General 
Conditions of F.O.B. crude oil sales contract and attached 
appendices 1 & 2 as per Contract No. M/ 09/118 DATED 3.5.2001. 

ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below:- 
POR SELLER: 

STATE OIL MARKETING ORGANIZATION 

P.O.BOX 5118 BAGHDAD -IRAQ 

TELEX : 212198-212199 SOMOIK 

TELEPHONE: 964-1-7742040 - 10 Lines FAX: 964-1-8853925 

FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR , INC. 

AMMAN. 24 ABU ERSHEID CENTRE /GARDENS ST.-TLAA AL- ALI 

TEL; 9626-5533 1 66/5532863/5522862 

FAX;9626-S533I77 

TLX:21199 MARJI JO 

P.O.Box. 7373 AMMAN (11118)JORDAN 

E-MAIL:FAWAZ @ MEASI. COM.JO 


FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 
FAX : 212-963-1628 


This GontracUias^been done and signed on the *™dayA)f August 2001 




FOR SELLER 
SADDAM Z. HASSAN 
EXECUTIVE DIRECTOR GENERAL 
S.O.M.O 



FOR BUYER 
FAWAZ A. ZUREIKAT 
PRESIDENT 


10 
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Stamp 

Ministry of Oii/Office of the Minister 
No,; 12562 
Date: 08/14/2001 


In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/i21J6 

Ministry of Oil Date; 25 Jumada i, 1422 H 

State Oil Marketing Organization {State Company) Equivalent to 08/14/2001 

To; Hii the Oil Minister 
R E ; A pp r oval on Exported Crude Oil Contr acts 

Based on the statement of allocations dated 07/06/2001. please find below the details of the contract signed with (Middle 
East ASI) Company (Fawaz Zureikat): 

!' Number of Contract: M/10/38 
2' Date of Contract: 08/06/2001 

3- Name of Company Buyer; Middle Eiast Advanced Semiconductor, Inc. 

4- Nationality: Jordanian 

5- Quantity; (3) million barrels 

6- Type of Crude Oil: (2) million barrels of Basrah light 

(i) million barrels of Kirkuk 

7- Destination of Crude Oil: Europe and America for Kirkuk oil 

America and the East for Basrah light 

8- Pricing Formula: Europe / America / the East 

9- Period of Supply: until 1 1 /30/200 1 

i 0- Estimated Value of Contract in Euro; about (66) million euros (Based on the rate of $20 per barrel) 

1 1 - Surcharge: payable within (30) days after loading 

For you to review and approval, please 



Saddam Zeben Hassan 
Executive Director 


For the approval of the minister 
I approve 



08/16 


{Page footer] 

P.O. Box 5 U 8 Baghdad4raq Tel. 7742040-10 Telex 212198 & 212199 

Permanent Subcommittee on lnvestipat»aini 

Galloway Testimony Report 
EXHIBIT #41 
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Payment _ 

Type: RC Status: Fixed Vdats; 101701 TCN; BAN: 

Amount: $338,008,88 Commission: $0,00 () Change; SO.OO o Cost Center: 
Credit Account: Q 

ABA: 0103 (BANKERS TRUST COMPANY) 

Swift 20: Swift 

Input: 10:16:06 (JOA) 

OFAC: 0 
Auth. RbI: 0 
Released; 09:57:27 
VerWed: 11: 50:16 (V IR) 

credit Party; aaBMIMm UlD.'HHMP Swift: ARABdOAXlOO Fedid: 

ARAB BANK,JBC>tMMAN 
Old BBK Party: UID: Swift: Fedid; 


BNFPar^: UID: swift: ARABJOAX100 Padid; 

ARAB BANK PLC 
AMMAN 

Debil/ORG Party; UID: Swift: CRESCHZZ12A Fedid: 

CREDIT SUISSE FIRST BOSTON 
CASE POSTALE 2153 
GENEVA 1211 70 SWITZERLAND 
ISN: PSN: KSN: 000456 SSN; 0163436 

Llne:48 Pref: RRSN: Store Date: 101701 


ROFOaie; RoFPSN: RoFSSN; 
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Select Statement Sheets 



MR S HALFORD 
THE MARIAM APPEAL 
PO BOX 2774 
LEWES 


Branch Name: WESTMINSTER HOUSE 


Sort Co de: 309950 
Account 


Sheet: 65 
Date issued: 01/1 1/2001 


account statement 

TKBASURERS ACCOUNT 
THE MARIAM APPEAL 


Date 

Activity 

Paid out 

Paid in 

Bah 

isoctoi 




3 

240c«31 

s/o 




25Oct01 

BGC FAWAZF/FLOW 


20,852.49 

20,9 

30Oc!01 

CHO 000472 

6.724.01 


14,192.15 

31OCI01 

CHO 000473 

3.000.00 


11,192.15 

31Oci0! 

CHQ 000474 

495.00 


10,697.15 

31Oct01 

CHQ 000478 

6.48 


10,690,67 

OlNovOI 

CHQ 000477 ^ 

2.000.00 - 


8,690.67 


TOTAL PAYMENTS/RECEIPTS: 

12^25.49 

20,852.49 



BGC-Bank Giro CTedilC/P-Cashpo)QtD/I>'Direct DebitDiV-Divid«)dO<rr-!nteresiS/0-StaodiRg OrderTEL-TclephoDC Banking Transaction 


Permanent Subcommittee on Invcstipations 

1 

Galloway Testimony Report 
EXHIBIT #44 


Redacted by the 
Permanent Subcommittee 
on Investigations 


http://transcrm.lloydstsb.co.uk/statements/STASeIectStatSheet.asp?back=Y&FromSu!)... 29/04/2003 
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Payment 

Type: RC Status; Fixed Vdate: 1119Q1 TCN: BAN; 

AlPOUtlf: 8696. 640. 14 Commission; $0.00 0 Charge; $0,00 0 Cost Center: 

Credit Account 

ABA: 010 3 (BANKERS T RUST COMP ANY) 

SwHt 20: SBIBV Swift 

Input' 11:30:11 (HAR) 

OFAC; 0 
Auth. Rel; () 

Reteased: 11:23:17 
Verified: 13:2 1:53 (MUM) 

Credit Party: •■■■■■■PUID; MHV Swift ARABJOAXIOO Fedid: 

ARAB BANK,JBC.AMMAN 

Old BNF Party: IHMHMHP Swift: ARABJOAXIOO Fedid: 

ARAB BANKiJBC, AMMAN 

DebitrOGB Parly: UlO: SwHt: CRESCHZZ12A Fedid: 

CREDiT SUiSSE FIRST BOSTON 
case POSTALE 2153 
GENEVA 1211 70 SWITZERLAND 
OPG Party: UID; SSwiffc Fadld: 

TAURUS PETROLEUM LTD 

I8N: PSN; RSN: 000551 SEN: 0208472 

LIne:48 Preft RRSN: Stare Date: 111901 

RoFOate: RoFPSN: RoFSSN: 


IN COVER OF OUR 11/19/01 MT-10N VAL 

UE DATE 11/19/DI FEES DEDUCTED $20. 
60 
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Page 1 of I 


Select Statement Sheets 



MR S HALFORD 
THE MARIAM APPEAI. 
PO BOX 2774 
I.EWT.S 
BN7 IGZ 


Branch Name: WESTMINSTER HOUSE 

Sort Code: 309950 
Account no: 


Sheet: 67 
Date issued: 29/1 1/2001 


account statement 

TREASURERS ACCOUNT 
THE MARIAM APPEAL 


Date 

ISHovOl 

Activity 

Paid out 

Paid in 

Balance 

1,344.17 

19Kov01 

BGC BANK GIRO CREDIT 500170 

CLIFFE LEWES 


10.00 

1,354,17 

l9Nov01 

CHQ 0004&2 

59.28 


1,2* 

22NOV0J 

CHQ 000485 

107.97 


1.11 

26Nov0i 

SAD 

w 


81 

27Nov01 

BGC BANK GIRO CREDIT 500171 

CLIFFE LEWES 


3,011.50 

3,8‘ 

28NovOl 

BGC FWAZALF/FLOW 

TOTAL PAYMENTS/RECEtPTSi 

467.15 

17.473.38 

20,494.88 

21,371.80 


BGC-Bank Giro CrcditC/P-C«shpointD/D-Dir«( DcbitDIV-DivtdeodlNT-IntcfesiS/O'StandingOrdcrTEUTelepbone Bankiog Transaction 



Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #47 


Redacted by the 
Permanent Subcommittee 
on Investigations 


http://transcrra.Iloydstsb.co.uk/statements/STASelectStatSheet.asp?back=Y&FromSub... 29/04/2003 
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' Dec 01 19:07 Famaz Zureikat 


5539114 


P- i 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/ll/O^ 


Permanent SubcommUtee on Investigations 

Galloway Testimony Report 


EXHIBIT #48 
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9.This Contract shall be subject to SCR 986, SCR 1111, SCR 1 143 SCR 
1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 1330, SCR 
136D,SCR1382, the Procedures and the Memorandum of 
Understanding between the Secretariat of the United nations and the 
Government of Iraq on the implementation of SCR 986 {United 
Nations document S/1996/356, dated 20 May 1996). 

All other terms and conditions as per ( Section Two) General 
Conditions of F.O.B. crude oil sales contract and attached 
appendixes 1 & 2 as per Contract No. M/10/38dated6/8/2001. 

ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 
661 Committee, shall be effected at the addresses below:- 
FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 
P.O, BOX 5118 BAGHDAD - IRAQ 
TELEX : 212198-212199 SOMOIK 
TELEPHONE: 964-1-7742040 - 10 Lines FAX: 964-1-8853925 
FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR ,INC. 

AMMAN ,24 ABU ERSHEID CENTRE /GARDENS ST.-TLAA AL -ALI 
TEL:9626 5533166/5532863/5522862 
FAX:9626 -5533177 
TLX:21199MARJIJO. 

P.O.BOX 7373 AMMAN (11118) JORDAN 
E-MAIL FAWAZ® MEASI .COM -JO 


FOR OVERSEERS 

UNITED NATIONS, NEW YORK, U.S.A. 
FAX : 212 - 963 - 1628 


This Contract has been done and signed on the 



12'" day of December 2001. 



FOR SELLER 
AH R.HASSAN 

ACTING EXECUTIVE DIRECTOR GENERAL 

(S.O.M.O) 


FOR BUYER 
FAWAZ A. ZUREIKAT 
PRESIDENT 


10 


at -a 


FI IBESS 
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In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.; KH2/18304 

Ministry of Oil Date: 4 Shawal, 1422 H 

State Oil Marketing Organization (State Company) Equivalent to 12/19/2001 


Stamp 

Ministry of Oil/Office of the Minister 
No.: 21214 
Date: 12/20/2001 


To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations dated 12/10/2001, please find below the details of the 
contract signed with Middle East ASI Company (Mr. George Galloway)/Fawaz Zuraiqat: 

Name of Company: Middle East Advanced Semiconductor. 

Number of Contract: M/ll/04 
Date of Contract: 12/12/2001 
Nationality: Jordanian 

Quantity; (3) million barrels (2 millions of Basrah light and 1 million of Kirkuk) 

Type of Crude Oil: Basrah light and Kirkuk 
Period of Supply: until 1 1/25/2002 

Destination of Crude Oil; Europe and America for Kirkuk, and the East and America for Basrah 
light 

Pricing Formula; America, Europe, and the East 

Estimated Value of Contract in Euro; about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: As per the instructions of your Excellency over the phone on 12/1 1/2001 of not 
accepting the company’s proposals unless they pay the debt incurred since phase eight. 

For your review and approval, please. 


Ali Rajab Hassan 
Acting Executive Director 

For the approval of the minister 

I approve 


12/23 


Permanent Subcommittee on investigations 

Galloway Testimony Report 


EXHIBIT #49 
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Transaction Details for TRNt 4537000031fc Region: US 


Instruction Date: 1/31/2002 


Payment Date: 1/3 1/2002 


Transaction Amount: $835,932.10 


Transaction Type: 
Customer Swift ID: 
Debit Fin Entity: 
Credit Fin Entity: 
Credit Reference: 
Debit Reference: 
Sender's ID: 


CHC 

30NB10AX 

01 

01 

C3154080CP013102 



Bene Flag: 

Order Party: TAURUS PETROLEUM LTD 

Order Bank; CREDIT SUISSE 

CASE POSTALE 2153 
GENEVA SWITZERLAND 1211 

Debit Party: MBR/0103 

BANKERS TRUST COMPANY 
BANKERS TRUST PLAZA 
NEW YORK NY 


Bank to Bank Info: /BNF/IN COVER OF OUR 01 31 02 MT-10 
N VALUE DATE 01 31 02 FEES DEDUCT 
ED $20.50 


Credit Party: 



JORDAN NATIONAL BANK SA 
P 0 BOX 791 
AMMAN JORDAN 


Permanent Subcommittee on Investipatinnc 


Galloway Testimony Report 
EXHIBIT #50 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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Transaction Details for TRN: 1059900042js Region: US 


Instruction Date: 2/11/2002 
Payment Date: 2/13/2002 


Transaction Amount: $20,000.00 


Transaction Type: 
Customer Swift ID: 
Debit Fin Entity: 
Credit Fin Entity: 
Credit Reference; 
Debit Reference: 
Sender’s ID: 

Bene Flag: 


BT 

LOYDGB2L 

01 

01 

SWF OF 02/02/11 

TT1580QUN137/02 

SWF/IONBJOAX 


Order Party: 


FAWAZ ZURIEKAT 


Debit Party: 


JORDAN NATIONAL BANK SA 
P 0 BOX 791 
AMMAN JORDAN 


Bank to Bank Info; /CHGS/USD12,00/ 


Credit Party; 


LLOYDS TSB BANK PLC 
POBOX 63 2, BRINDLEY PL 
BIRMINGHAM ENGLAND B1 2A-B 


Account Party: LLOYDS TSB BANK PLC. 

WESTMINSTER HOUSE BRANCH 4 
DEAN.STANLEY ST„MILLBANK 
LONDON SWIP 3HU UK. 


Bene: 


MARIAM APPEAL 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #51 


I*— i« = Redacted by the PeiTnanent 
I S^ubcommittee on Investigations 
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STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M/12/14 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #52 
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ARTICLE TEN 

ADDRESSES: 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 
661 Committee, shall be effected at the addresses below:- 

FOR SELLER: 

STATE OIL MARKETING ORGANIZATION 

P.O. BOX 5118 BAGHDAD - IRAQ 

TELEX : 212198-212199 SOMOIK 

TELEPHONE: 964-1-7742040 - 10 Lines FAX; 964-1-8853925 

FOR BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR ,INC. 

P.O.BOX 7373 AMMAN(ini8) JORDAN 

AMMAN ,24 ABU ERSHEID CENTRE /GARDENS ST.-TLAA AL- ALl 
TEL .9626 5533166/5532863/5522862 
FAX :9626 5533177 

E-MAIL :. FAWAZ® MEASI .COM'JO. 

FOR OVERSEERS 


UNITED NATIONS, NEW YORK, U.S.A. 

FAX : 212 - 963-1628 

This Contract has been done and signed on the 3*^ day of June , 2002 . 



ALI R. HASSAN FAWAZ A. ZUREIKAT 

ACTING EXECUTIVE DIRECTOR GENERAL PRESIDENT 




61 ISESS 


aeNlo-:nz zamej 


OD:00 20 00 
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Oil Marketing Company (State Company) 

To: The Financial Department No.: KH2/66 

From: Crude Oil Marketing Second Department Date: 06/04/2002 

RE: Contract No. M/12/14 with Middle East ASI (Mr. Galloway) 


On 06/03/2002, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/12/14 
Date: 06/03/2002 

Name of Company; Middle East Semiconductor 
Nationality: Jordanian 

Quantity & Quality: (3) million barrels (2 millions of Basrah and 1 million of Kiricuk) 
Destination of Oil: Europe and America for Kirkuk oil, and America and The East for 
Basrah li^t 

Pricing Formula: depending on destination 
Period of Supply: until 1 1/25/2002 

.^proval of Overseers: we will inform you of the approval later on 

Other Terms: as per the general terms in force for the company’s sales FOB Al-Bdcr and 

Ce)4ian terminals 


Please be informed and act accordingly. 



Ali Rajab Hassan 
Acting Executive Director 

Cc; 

Shipping & Quantities Department / please be informed and act accordingly 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #53 
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Stamp 

Ministry of Oil/Office of the Minister 
No.: 9825 
Date: 06/04/2002 


In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/6447 

Ministry of Oil Date: 23 Rabi’ 1, 1423 H 

State Oil Marketing Organization (State Company) Equivalent to 06/04/2002 

To: H.E. the Oil Minister 

RE: Approval on Exported Crude Oil Contracts 

Based on the statement of allocations dated 05/22/2002, please find below the details of the 
contract signed with Middle East ASI Company (on behalf of Mr. George Galloway): 

Name of Company: Middle East Advanced Semiconductor. 

Number of Contract: M/12/14 
Date of Contract: 06/03/2002 
Nationality: Jordanian 
Quantity: (3) million barrels 

Type of Crude Oil; (2) million barrels of Basrah and (1) million barrels of Kirkuk 
Period of Supply; until 11/25/2002 

Destination of Crude Oil: Eiuope and America for Kirkuk, and America and The East for Basrah 
light 

Pricing Formula: depending on destination 

Estimated Value of Contract in Euro: about (66) million euros (Based on the rate of $20 per 
barrel) 

Surcharge: payable within (30) days from the date of loading 
For your review and approval, please. 


Ali Rajab Hassan 
Acting Executive Director 

For the approval of the minister 

I approve 



Permanent SubcommiUee on Investigations 

Galloway Testimony Report 


EXHIBIT #54 
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03/02^03 17:11 MIDDLE EOST flSI -► 212963162S 


D02 


STATE OIL MARKETING ORGANIZATION 
CRUDE OIL SALES CONTRACT 


NO. M /1 3/48 


Permanent Subcommittee on Investigations 

Galloway Testimony Report 


EXHIBIT #57 




371 


03X02X03 17:17 MIDDLE ERST RSI -* 2129631628 


9. This Contract shall be subject to SCR 986, SCR 1111, SCR 1143 
SCR 1153, SCR 1210, SCR 1242, SCR 1281, SCR 1302, SCR 
1330, SCR 1360, SCR 1382, SCR 1409, SCR 1447, the Procedures 
and the memorandum of Understanding between the Secretariat of 
the United nations and the Government of Iraq on the 
implementation of SCR 986 (United Nations document SA 996/3 56, 
dated 20 May 1996). 

All other terms and conditions as per the standard SOMO General 
Conditions of F.O.B. crude oil sales contract (Section Two) . 

As per our contract No. M/12/16 Dated 3/6/2002. 

ARTICLE TEN 

ADPRESSES; 

In addition to the notices, declarations and other communications 
required under Article Fourteen, notices, approvals, declarations and 
Communications required above for the Overseers, on behalf of the 661 
Committee, shall be effected at the addresses below;- 


STATE OIL MARKETING ORGANIZATION 
P.O.BOX 5118 BAGHDAD -IRAQ 
TELBX : 212198-212199 SOMOIK 


TELEPHONE; 964-1-7742040 - 10 Lines FAX ; 964-1-8853925 


FOR.BUYER : 

MIDDLE EAST ADVANCED SEMICONDUCTOR, INC, 

P.O.BOX. 7373 AMMAN (11 118) JORDAN 

AMMAN, 24 ABU ERSHEID CENTRE / GARDENS ST. TALAA AL-ALl 
TEL: 9626 5533166/5532863/5522862 
FAX; 9626 5533177 
E-MAIL:FAWAZ@MEASI.COM..JO 


UNITED NATIONS, NEW YORK, U.S.A. 
FAX : 212-963-1628 


This Contract has been done and signed on the 7™ day of January 2003. 



FO^R^ifeLLER 4/ > 

RAPID A, JASSIM 
DIRECTOR GENERAL 
SOMO 



FOR BUYER 

FAWAZ A, ZUREIKAT 
PRESIDENT 


10 
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In the name of God, Most Gracious, Most Merciful 


To: The Financial Department No. : KH2/1 5 

From: Crude Oil Marketing Second Department Date: 01/25/2003 


RE: Contract No. M/13/48 with Middle East ASI (Mr. Galloway) 


On 01/07/2003, we signed a contract with the aforesaid company to supply it with 
quantity of crude oil as per the following terms: 

Number of Contract: M/13/48 
Date: 01/07/2003 

Name of Company: Middle East Semiconductor, Inc. 

Nationality: Jordanian 

Quantity & Quality; (1) million barrels of Basrah light crude oil and (1) million barrels of 
Kirkuk 

Destination of Crude Oil; America and the East for Basrah, and Europe and America for 
Kirkuk 

Pricing Formula: depending on destination 
Period of Supply: until 06/02/2003 

Approval of the Overseers; we will inform you of the overseers’ approval once we 
receive it 

Address of the Company: as in the previous contract 

Other Terms; as per the general terms in force for the company’s sales FOB Al-Bakr 
terminal 


Please be informed and act accordingly. 



Ali Rajab Hassan Rafid Abd-al-Halim Jassem 

Head of Oil Marketing Second Department General Director 

Chairman of Board of Directors 


Cc: 

Shipping & Quantities Department / please be informed and act accordingly 


Permanent Subcommittee on Investipations 

Galloway Testimony Report 


EXHIBIT #58 
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♦#*»# AOTOFT MESSAGE •••*♦* •#»« ••••♦• AOTOFT MESSAGE ••***• #!*«« 


INCOMING MESSAGE 
DCS: G010587407 27 FEB. 2001 




RECEIVER: 
SENDER: 
SEND. NAME: 
PLACE: 


AMMST 

LOKXP BASE NO: 400047 

CITIBANK N. A. LONDON 
LONDON WC2ft IHB-BNGLAND 

TEST RESOLT: NR 


DSER CODE: rr9/2173 


DEL.STATOS: FT 


REC.TIKE: 

PRlCRITTt 

HESS.TYFC: 

SEMD.TRN: 

OUTP.REF: 

CCT: 
DEL. TIME: 


28-183317 

02 

100 

TtU.7O084144C00aO 

AHR1672 

OSD 

28-192900 


TRAILER: MESSAGE TAKEN OP FOR AOTOFT PROCESSING 


AMR1672 

W4MST 

.LOtlXPCB 281629 281629 
TEST NR 

1549 28C1TIJQAXCXXX66550 
i.f.49 28UEBGCHGGAXXX56494 
100 02 

:2O:TR17OO64144CO0OO 
:.>2A:0102280SD50000, 
:50:tJNITED EOBOPEAN BANK 
:5.iA:BNPAOS3NXXX 
: 54A:Cl¥ruS3350CX "■ 
:57D:CITIBANK MAIN BRANCH 
AMMAN JORDAN 


FAHAZ A.ZOREIKAT 
:70:SERVICE FEES 
:71A:BBN 


AFL4929 


MAC/ a— iiB 

chk/MMMHHV 

SAC 

-02261629 LN GI50689 

••• ontested/outbound/result not known ’ 


28, m 01 time 19:47:39 PAGE 001 LAST PAGE 


z 

o 


Permanent SubcommiHee on Investigations 

Galloway Testimony Report 


EXHIBIT #59 


Redacted fay the 
Permanent Subcommittee 
on Investigations 
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3-*^/ 




AMMOOOO 
NYEAP 
.AMMSTCB 

TEST XXXXXXXX AWT 40000 
TESTED VriTH CB tiONDON 
1900 llCmOS33AXXXOOOOO 
1900 IICITIJOAXAXXXOOOOO 
103 02 

;2D:3010703111 
:23B:CR£D 
:32A:010312USD40000, 

:50:MR. FAHAZ ABDALIAK ZUREIKAT 
P.O.BOX 7373 
AHKAH. JORTUm 


CITIBANK N.A. AMMAN 


LUnmS TSB BANK pix: 

:57D:U-OYDS TSB BANK PLC 
WESTMINSTER HOUSE BRANCH 4 DEAN 
STANLEY STREET, MlLLBANX,U»nX)N SHIP 
3HU UK 


THE MARIAM APPEAL 
s 70 .DONATION 
971A:SKA 

■03111900CZTIBANR N.A. AMMAN < 


3 OF HSSSAGS ' 


go 

cc. < 

2^ 

Q 

o? 

z < 

I O) 
~4 ^ 
2 ai 
r CQ 

Q S 

ia 

R 8t 


Permanent Subcommiltee on Investigations 


Galloway Testimony Report 
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Transaction Details for TRN: 2736000162js Region; US 


Instruction Date: 6/n/200P 


Payment Date: 6/13/2002 


Transaction Amount: 

$20,000.00 

Transaction Type: 

Bf 

Customer Swift ID: 

I.OYDGB2L 

Debit Fin Entity: 

01 

Credit Fin Entity: 

01 

Credit Reference: 

SWF OF 02/06/11 

Debit Reference: 

■■■■ 

Sender’s ID: 

SWF/JONBJOAX 

Bene Flag: 


Order Party: 

FAWA2 2URIEKAT 

Debit Party: 

■■■II 


JORDAN NATIONAL BANK SA 
P 0 BOX 791 
AMMAN JORDAN 


Bank to Bank Info: /CHGS/USD12,00/ 


Credit Party: 


LLOYDS TSB BANK PLC 
POBOX 63 2, BRINDLEY PL 
BIRMINGHAM ENGLAND B1 2A-B 


Account Party; LLOYDS TSB BANK PLC. 

WESTMINSTER HOUSE BRANCH 4 DEAN 
STANLEY ST.MILLBANK LONDON SWIP SHU 
SORT CODE 30-99-50 


Bene: 


Permanent Subcommittee on Investigations 



Galloway Testimony Report 


Permanent Subcommittee 

EXHIBIT #61 


on Investigations 
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Transaction Details for TRN: 1717700196fs Region: US 


Instruction Date: 

7/15/2002 

Payment Date; 

7/17/2002 

Transaction Amount: 

$10,000.00 

Transaction Type: 

BT 

Customer Swift ID; 

LOYDGB2L 

Debit Fin Entity: 

01 

Credit Fin Entity; 

01 

Credit Reference: 

SWF OF 02/07/15 

Debit Reference: 

mrnmmm 

Sender’s XD; 

Bene Flag: 

SWF/JONBIOAX 

Order Party: 

FAWAZ ZURIEKAT 

Debit Party: 

^^^SaSonal bank sa 

P 0 BOX 791 

AMMAN JORDAN 

Bank to Bank Info: 

/CHGS/USD27,50/ 

Credit Party: 

oS^SSank pic 

POBOX 63 2, BRINDLEY PL 

BIRMINGHAM ENGLAND Bl 2A- 

Account Party: 

LLOYDS BANK PLC. 

LONDON UNITED KINGDOM 

Bene; 

MARIAM APPEAL 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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Transaction Details for TRN: 8098200218js Region: US 


Instruction Date: 8/6/2002 
Payment Date: 8/8/2002 


Transaction Amount: $20,000.00 
Transaction Type: 8T 
Customer Swift ID: LOYDGB2L 
Debit Fin Entity: 01 

Credit Fin Entity: 01 

Credit Reference: SWF OF 02/08/06 

Debit Reference: 

Sender's ID; SWF/JONBJOAX 

Bene Flag: 


Order Party; 


FAWAZ ZURIEKAT 


Debit Party: 


IORDAN NATIONAL BANK SA 
P 0 BOX 791 
AMMAN JORDAN 


Bank to Bank Info: /CHGS/USD27,50/ 


Credit Party: 


LLOYDS TSB BANK PLC 
POBOX 63 2, BRINDLEY PL 
BIRMINGHAM ENGLAND B1 2A-B 


Account Party: LLOYDS TSB BANK PLC. 

WESTMINSTER HOUSE BRANCH 
4 DEAN STANLEY STREET.MILLBANK 
LONDON SWIP SHU UK.SORT CODE:309950 


Bene: 


MARIAM APPEAL 


Redacted by the 
Permanent Subcommittee 
on Investigations 
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Transaction Details for TRN: 7985700237fs Region: US 


Instruction Date: 8/25/2002 
Payment Date: 8/26/2Q02 


Transaction Amount: $100,000.00 
Transaction Type: BT 
Customer Swift ID: LOYDGB2L 
Debit Fin Entity; Oi 
Credit Fin Entity: 01 

Credit Reference: SWF OF 02/08/25 
Debit Reference: VHHBIHHii 

Sender's ID: SWF/JONBJOAX 

Bene Flag: 


Order Party; 


FAWAZ ZURIEKAT 


Debit Party: 


JORDAN NATIONAL BANK SA 
P 0 BOX 791 
AMMAN JORDAN 


Details of Payment: DONATION 


Bank to Bank Info; /CHGS/USD27,50/ 


Credit Party; 


LLOYDS TSB BANK PLC 
POBOX 63 2,BRINDLEY PL 
BIRMINGHAM ENGLAND B1 2A-B 


Account Party; LLOYDS TSB BANK PLC. 

WESTMINSTER HOUSE BRANCH 4 
DEAN.STANLEY STREET, MILLBANK 
LONDON SWIP 3HU UK. 


Bene: 


MARIAM APPEAL 


Redacted by the 
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Stamp 

Ministry of Oil/Office of the Minister 
No.: 6262 
Date; 05/08/2001 


In the Name of God, Most Gracious, Most Merciful 

Republic of Iraq No.: KH2/7144 

Ministry of Oil Date: 1 5 Safar, 1 422 H 

State Oil Marketing Organization (State Company) Equivalent to 05/08/2001 

To: H,E. the Oil Minister 

RFi: Approval on Exported Crude Oil Contracts 

With reference to the approval of your Excellency dated 05/03/2001, please find below the details of the contract 
signed with Middle East Advanced Semiconductor Company (Mr. Fawaz Zureikat): 

1' Number of Contract: M/09/i 18 

2- Date of Contract: 05/03/2001 

3- Name of Company Buyer: Middle East Advanced Semiconductor, Inc, 

4- Nationality: Jordanian 

5- Quantity: (2) million barrels 

6- Type of Crude Oil: Basrah light 

7- Destination of Crude Oil: The Far East and / or the United States 

8- Pricing Formula: the rate of the Far East and / or the United States and depending on destination 

9- Period of Supply; from 06/01/2001 until 07/31/2001 

1 0- Estimated Value of Contract in Euro; about (45) million euros (Based on the rate of $20 per barrel) 

1 1- Surcharge: the company made a down payment of 10% of (60) thousand dollars representing the surcharge 
amount; the remaining sum (90% of it) will be paid within 30 days after loading. (The settlement of the sum that 
Mr. Fawaz Zureiqat owes for the contract of Aredio Company, totaling $264,505 that is related to the 10 cents, 
has been postponed as per the verbal instructions of your Excellency). 

For your review and approval, please. 



Saddam Zeben Hassan 
Executive Director 


For the approval of the minister 
I approve 
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SCREENFILE_Z0000_1 . TXT 

Func: INV CHIPS SEND 7-OCT-2O05 14:13:20 

Key: GP20011218MS-SWFN-019651-00 

aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa 


: LT Address 
: transaction type 
; input from 


:tur 

: tag: 108: 


: BNPAUS3NB 

:202 bank tfr in favour of 3rd bank 
rUEBGCHGG 

BNP PARIBAS (SUISSE) SA 
FORMERLY UNITED EUROPEAN BANK 
11 QUAI DES 8ERGUES P.O. BOX 900 
GENEVA CH-1221 SWITZERLAND 



{4: Text block: 

;20 /transaction reference number 
:21 /related reference 
:32A/va1ue date 
:57A/account with inst - BIC 


:58A/beneficiary inst - BIC 


011218 USD 264,000.00 
AEIBUS33 

AMERICAN EXPRESS BANK, LTD. 
NEW YORK, NY 
:30NBJOAX 

30RDAN NATIONAL BANK PLC 
AMMAN} 


{5: Trailer block: 


ji 


Entry : /SWIFT/ Date:011218 Time:06;27:37 

info: 1136/019651 

vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 

aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa 


BNP PARIBAS 

919 3rd avenue 

4TH FLOOR NEW YORK, NEW YORK 10022 
telephone: (212)471-6500 

CREDIT advice - TRANSFER IN FAVOR OF A THIRD BANK 
AMERICAN EXPRESS BANK, LTD. 

NEW YORK, NY 
051005 

Chips Outgoing Payment 

Tran ID gp20011218ms-SWFN- 0196S1-00 Value date 12/18/2001 
Receiving Bank (0159) AMERICAN express bank, ltd. 

[201^Idervtj^i cation tag 

TAG 

0159B21 

[260] Amount TAG 
000026400000 

[270] Payment Sequence Number TAG 
001457 

[320] Send Participant Reference Number TAG 
PAYA13522C011892* 

[3213 Related Ba nk Reference Number tag 


[420] Beneficiary tag 
C016273* 

[502] Originator TAG 
D0200187240USD00180* 

BNP PARIBAS (SUISSE) SA* 

FORMERLY UNITED EUROPEAN BANK* 

11 QUAI DES 8ERGUES P.O. BOX 900* 
GENEVA CH-1221 SWITZERLAND* 
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-END OF RAW DATA 


SCREENFILE_Z0000_1 . TXT 


vvvvvvvvvvvvvvvvvvvvvvvvvvvvvwvvvvvvvvvwwvwvvvvvvvvvvvv vvvvvvvvvvvvvvvv vvvvv 
SourceiSWiFT MT;202 sess1on:l502 Senders Reference;! 

Date:01/12/18 Time:ll;14 seq:779111 customer Reference:! 

Pr1or1ty:N Del Mon: un1t:PS system Reference: PAYa13522C011892 

value; 01/12/18 cur; USD Amount; 264,000.00 


sender ; A :uebgchgg 
opt: 2 c/d/b:d 

UID: 024968 SWIFT: UEBGCHGG 

A/C:aaMHHIUSO00180 USDDDA 
BNP PARIBAS (SUISSE) SA 
FORMERLY UNITED EUROPEAN BANK 
11 QUAI DES BERGUES P.O. BOX 900 
GENEVA CH-1221 SWITZERLAND 
Acct With :57 p ;01S9 
AMERICAN EXPRESS BANK, LTD. 

NEW YORK, NY 


order Cust:50A : UEBGCHGG 
opt; C/o/b; 

UID; 024968 SWIFT:UEBGCHGG 

A/C:4aBHHKU5000180 USDDDA 
BNP PARIBAS (SUISSE) SA 
FORMERLY UNITED EUROPEAN BANK 
11 QUAI DES BERGUES P.O. BOX 900 
GENEVA CH-1221 SWITZERLAND 
A/C: 


Advice: 

Opt: 

UID: 

A/C:«HMi 

Advi ce: 

Opt: 0 
UID: 016273 


By; 


c/d/b: 

SWIFT;AEIBUS33 


By: 


Bank:Y 
c/o/b:c 
swift: ionbioax 


Bank to Bank lnformation:72; 


Beneficiary :s :50NB30AX 
IORDAN NATIONAL BANK PLC 
P O BOX 791 
AMMAN, IORDAN 
Details of Payment: 70; 

Details of Charges: 71: 

Receiving Bank Ref; 

Payment Type;CHiPS send 
convert: Rate: 

Debits 

01/i2/18 Amt; USD 
BNP PARIBAS (SUISSE) SA 
FORMERLY UNITED EUROPEAN BANK 
11 QUAI DES BERGUES P.O. BOX 900 
GENEVA CH-1221 SWITZERLAND 

A/C; Code: A/c; Code: 

aaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaaa 


Divide; 


commission 
Chips Chg 


code: USDDDA A/c; 0159 

264,000.00 01/12/18 Amt; USD 
Chips ABA 0159 


Credits 


By: 

By: 

code:usDBLR 

264,000.00 


CHIPS Released, Rel 06:31:44 store 06:26:09 PSN:1457 SSN;73699 ISN:1457 RSN:1242 
status: Completed 

Pending ack : /pstsrv/ Date; 01/12/18 Time; 06:33:28 

lnfo:Posting Batch/Item :0001/2575 

Completed ; /excout/ Date; 01/12/18 Time; 06:33:19 

Info: Acknowledgement received 

Pending ack : /EXCOUT/ Date: 01/12/18 Time; 06:33:19 

Info: sent to web 

Entry ; /swift/ Date: 01/12/18 Time: 06:27:37 

info: 1136/019651 


From Message SW20011218FSSWFN01965100 

output 1 CS/202 status; completed Date: 01/12/18 Time: 06:33:18 

vvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvvv 
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CHIPS 31 - RECEIVE NOTIFICATION 


[03 1 } Receive Data: 

Format version; 02 Value date: 2001/12/18 
Line number: 01 Time sent: 06:3 1 :43 
Send participant: 0768 
Duplicate flag: 1 (Original) 

SSN: 0073699 ISN; 001457 OSN: 001527 
[221] Delivery Data: 

Receive participant; 0159 
Beneficiary type: B(Bank) 

[260] Amount: $264000.00 

[270] PSN; 001457 


[320] SWIFT field 20: PAYA13522C011892 

[321] SWIFT field 21; !■■■■■■■■■ 

[420] Beneficiary; C016273 

[427] Beneficiary; CO 16273 


(CHIPS lookup key) 
(CHIPS supplied) 


BJONBJOAX 


JORDAN NATIONAL BANK PLC 
POBOX 791 
AMM AN, JORDAN 

[502] Originator; WHMUSDOOISO (No CHIPS lookup) 

BNP PARIBAS (SUISSE) SA 
FORMERLY UNITED EUROPEAN BANK 



Jordan Natl - Dec 2001 Pymt (2).doc 
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1 1 QUAI DBS BERGUES P.O. BOX 900 
GENEVA CH-1221 SWITZERLAND 
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Copy of Payment dated 11/12/2001: 


|< TR7- ■" "elaill 


1 





BNK: U3N SNU DATE. O'.liia VAL 011218 

AMT: $264,000,00 CUR: USD 

SRC: CHP ADV: LTR TYP: FTR LOC: 


TRN: 011218-004883 
FOR AMT: 264.000.00 

CHECK NUM: 


DBT: P/0788 

DEPT: 727 CTRY: US 

. BANQUE NATIONAL DE PARIS NEW YORK 
NEW YORK NEW YORK 
N.Y. 

SEND: 

SNDR REF NUM: PAYA1 3522C01 1 832 

BNP^^^5S!^SE) sa 

FORMERLY UNITED EUROPEAN BANK 
1 1 QUAI DES BERGUES P.O. BOX 900 
GENEVA CH'1 221 SWITZERLAND 
REF NUM: TR170Q39552COOOO 


CDT; ji— f 

ACC:4HHHi 

DEPT: 

JORDAN NATIONAL BANKAMMAN 

P.O. BOX 791 

AMMAN. JORDAN 

ATT: MR JABRA GHANDOUR 

BNF: 


ON FILE: Y 
CTRY: JO 
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Payment History: 


USN is the owning bank. Priority: Delivery ACK: 

REF^INDEX REF#: 011218004883 18-DEC-2001 06:31:41,74 
CHIPSINl SEQ #: 1530 I8-DEC-2001 06:31:41,74 
CHIPSIN SEQ #: 1527 18-DEC-2001 06:31:41.74 

CHIPSRCV AMT: 264000.00 ORIG OSN: 1527 PAR: 0768 

SSN: 73699 PSN: 1457 VERSION: 0 
CHIPSOSN PSN: 1457 AMT; 264000.00 
CHIPS_IN AMT: 264000.00 TIME: 18-DEC-2001 06:31:41.74 
CHIPSSSN SEQ #: 73699 1 8-DEC-200 1 06:3 1 :4 1 .74 
Memo: CHIPS TIME: 063143 
CHIPSINQ DEQ TEXT: 

*CHIPS NEX DBT AMOUNT: 264000,00 

SENDREFNDX KEY: PAYA13522C01 1892 
CHIPSTRT AMT: 264000.00 TIME: 1 8-DEC-2001 06:3 1 :42.82 
♦SYS MEMO Message checked by STOP filter - NO MATCH. 
*SYS_MEMO Message checked by STOP filter - 1 8-DEC-2001 06:3 1 : 

42.92 


♦CHP^INQ DBT INQ DBT AMOUNT: 264000.00 
*DDA_INQ_CDT INQ_C DT AMOUNT : 264000.00 
PAYADVQ DEQ TEXT:*IMMBH>AM0UNT: 264000.00 
PAYADV_LOG OPRID: $$$P AY TIME: 1 8-DEC-200 1 06:3 1 :43 . 1 2 

»CHIPS_GL SAM_DBT AMOUNT: 264000.00 
*DDA SAM_CDT AMOUNT: 264000.00 
SYSPRFBAL PRF_DDA_CDT AMOUNT: 264000.00 
DDA_BACKEND ENQTEXT:i 
GL BACKEND ENQTEXT: 

BK_COMPLETQ ENQ TEXT* ■AMOUNT: 264000.00 

MFE OUTQ DEQ TEXT: 

MFE_MSGS INTERFACE ID: 0010-000036 ITEM TYPE: FTR 
SENDER REF;i 
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RECEIVER: AMhST REC.TIHE: 18-190133 

•SENDER: LONXP BASE NO: 400047 PRIORITY: 02 . 

SENO-.NAME: citibank N.A. LONDON. MESS. TYPE: 100 

PLACE: LONDON WC2H IHB-ENGLANO SENO.TRN: C1323070CP0419O1 

TEST RESULT: NR OUTP.REF: AMR6513 

CCY: USD 

USER CODE: FT9/3632 DEL. STATUS: FT DEL. TIME: 19-073600 


* TRAILER: MESSAGE TAKEN UP FOR AUTOFT PROCESSING 
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ON 
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AND 
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OF THE 
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ON INVESTIGATIONS 
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Suspect Bayoil Shipments 

NDINGS 

In Early 2001, Bayoil Financed the Payment of Illegal Surcharges Demanded 
by the Hussein Regime by Paying Increased Fees for Iraqi Oil that Bayoil 

Purchased from Intermediaries Who Paid the Surcharges to Iraq 

In Early 2001, Bayoil Appears to Have Generated Millions in Illicit Revenue b 
Diverting Iraqi Oil Shipments to Unapproved Destinations in Violation of off 
Requirements and U.S. Sanctions on Iraq 

a. Bayoil and Rosnefleimpex Provided the United Nations with False 

Information about the Timing, Transport, and Final Destination of Iraqi Oi' 
that Rosnefleimpex Purchased from Iraq and Sold to Bayoil 

b. The False Information Provided by Bayoil and Rosnefleimpex Misled the 

United Nations 

c. Bayoil Appears to Have Diverted at least 4 Million Barrels of Iraqi Oil to 

Unapproved Destinations 

d. BayoiTs Delivery of Iraqi Oil to Unapproved Destinations Violated OFF 

Requirements and U.S. Regulations Restricting Trade with Iraq 

e. Bayoil Appears to Have Generated at Least $7.5 Million in Illicit Revenue 

by Delivering 4 Million Barrels of Iraqi Oil to Unapproved Destinations. 
This Illicit Revenue Provided Bayoil with a Source of Funds to Pay Higher 
Fees to Companies Paying Illegal Surcharges to Iraq 

The U.S. Failure to Investigate or Help the United Nations to Investigate 
Suspect Bayoil Shipments Involving Several Million Barrels of Iraqi Oil 
Impaired Oversight of the OFF Program and Efforts to Deter the Payment 

of Illegal Surcharges 

The Failure of the U.N. Office of Iraq Programme to Notify the U.N, 661 
Committee of Bayoil’s Failure to Provide Requested Documentation on Suspei 
Shipments Involving Several Million Barrels of Iraqi Oil Impaired Oversight 
of the OFF Program and Efforts to Deter the Payment of Illegal Surcharges . . . 
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SUPPLEMENTAL REPORT 
ON 

BAYOIL DIVERSIONS OF IRAQI OIL 
AND 

RELATED OVERSIGHT FAILURES 


October 31, 2005 


, EXECUTIVE SUMMARY AND FINDINGS 

The Minority Staff of the U.S. Senate Permanent Subcommittee on Investigations ha 
btained and evaluated evidence that certain shipments of oil from Iraq by Bayoil, Inc., a U.S 
orporation, violated United Nations (U.N.) Oil-for-Food (OFF) program requirements and U.S 
motions on Iraq. In this Supplemental Report, the Minority Staff makes the following findings, 

1. Illegal Surcharge Demands. In early 2001, Bayoil financed the payment of illeg. 
surcharges demanded by the Hussein regime by paying increased fees for Iraqi oil the 
Bayoil purchased from intermediaries who paid the surcharges to Iraq. 

2. Millions in Illicit Revenue. In early 2001, Bayoil appears to have generated million 
of dollars in illicit revenue by diverting Iraqi oil shipments to unapproved destination 
in violation of OFF requirements and U.S. sanctions on Iraq. 

a. Bayoil and Rosnefteimpex, a Russian company that bought and sold Iraqi oi 
provided the United Nations with false information about the timing, transport, an 
final destination of Iraqi oil that Rosnefteimpex had purchased from Iraq and sold t 
Bayoil. 

b. The false information provided by Bayoil and Rosnefteimpex misled the Unite' 
Nations. 

c. Bayoil appears to have diverted at least 4 million barrels of Iraqi oil to unapprove 
destinations. 

d. BayoiTs delivery of Iraqi oil to unapproved destinations violated OFF requirement 
and U.S. regulations restricting trade with Iraq. 

e. Bayoil appears to have generated at least $7.5 million in illicit revenue by deliverin 
4 million barrels of Iraqi oil to unapproved destinations. This illicit revenue providei 
Bayoil with a source of funds to pay higher fees to companies paying illega 
surcharges to Iraq. 

3. U.S. Oversight Failure. The U.S. failure to investigate or help the United Nations ti 
investigate suspect Bayoil shipments involving several million barrels of Iraqi oi 
impaired oversight of the OFF program and efforts to deter the payment of illega 
surcharges. 

4. U.N. Oversight Failure. The failure ofthe U.N. Office of Iraq Programme to notify thi 
U.N. 661 Committee of Bayoil’s failure to provide requested documentation on suspec 
shipments involving several million barrels of Iraqi oil impaired oversight ofthe OFl 
program and efforts to deter the payment of illegal surcharges. 
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II. BACKGROUND 

A. Minority Staff Investigation 

In 2004, the U.S. Senate Permanent Subcommittee on Investigations began investigating 
allegations of misconduct regarding the United Nations Oil-for-Food and Iraqi sanctions programs, 
particularly the extent to which such misconduct involved U.S. persons or affected U.S. national 
interests. On May 17, 2005, in connection with the Subcommittee’s third hearing on this matter. 
Ranking Minority Member Senator Carl Levin issued a staff report entitled, “Illegal Surcharges on 
Oil-for-Food Contracts and Illegal Oil Shipments from Khoral-Amaya.”(hereinafter “Minority Staff 
Report”).' Among other concerns, the Minority Staff Report examined issues related to illegal 
surcharges imposed by the Iraqi Government, from September 2000 to September 2002 ( hereinafter 
“surcharge period”), on the export of Iraqi oil pursuant to contracts approved by the United Nations 
under the OFF program. The Minority Staff Report presented detailed information on certain Bayoil 
activities, including the extent to which Bayoil appears to have financed the payment of at least $37 
million in illegal surcharges to Iraq.^ 

Additionally, the Minority Staff Report presented evidence showing that the U.S. 
Government, particularly the U.S. Department of Treasury Office of Foreign Assets Control 
(OFAC), failed to provide assistance requested by the United Nations to obtain infonnation about 
certain suspect shipments of Iraqi oil handled by Bayoil. In early 2001, the U.N. Oil Overseers - 
oil industry experts employed by the United Nations to assist the U.N. 661 Committee in its approval 
and oversight of Iraqi oil sales - began to seek specific information from Bayoil about certain 
shipments of oil from Iraq. When Bayoil refused to provide the detailed information or 
documentation sought by the Oil Overseers showing that these shipments fully conformed to U.N. 
requirements, the Oil Overseers turned to the U.S. Government for assistance. The Oil Overseers 
first asked the U.S. State Department for assistance in mid-200 1 ; when no information was provided 
by early 2002, the Oil Overseers asked the State Department for a second time to obtain the 
requested infonnation from Bayoil. Despite these two requests, OFAC failed to obtain any of the 
requested infonnation from Bayoil or to direct Bayoil to cooperate with the United Nations. 

Based on these events and OFAC’s failure to conduct meaningful oversight of Bayoil or any 
other U.S. company handling Iraqi oil, the Minority Staff Report concluded that “the United States 
did not exercise meaningful oversight to detect or stop particular persons and companies within its 
jurisdiction from paying the illegal surcharges demanded by Iraq.”" 

After the issuance of the initial Minority Staff Report, the Minority Staff obtained new 
information about the Bayoil shipments that were the focus of the attention of the U.N. Oil 
Overseers. This new information provides strong evidence that, as the U.N. Oil Overseers had 
suspected, Bayoil violated U.N. requirements and U.S. regulations by diverting shipments of Iraqi 
oil from their approved destinations. By diverting oil that had been discounted in price by Iraq, with 
the approval of the United Nations, for sale in North America, and instead selling that oil in higher- 
priced European markets, Bayoil was able to generate millions of dollars in illicit revenues. Because 
the price discount would not have been provided had the U.N. and Iraq known of the true destination 
of the oil, these gains were obtained at the expense of the U.N. escrow account in which the proceeds 
from Iraq’s oil sales were to be deposited, and, ultimately, at the expense of the humanitarian needs 


' “Iltegai Surcharges on Oil-for-Food Contracts and Illegal Oil Shipments from Khor al-Amaya,” prepared by 
the U.S. Senate Permanent Subcomminee on InvestigationsMinority Staff, released in connection with the Subcommittee 
hearing entitled, “Oil for Influence: HowSaddani Used Oil to Reward Politicians Under the U.N. Oil-for-Food Program” 
(May 17, 2005). 


- Id. at 13-42. The Minority Staff Report identified 102 oil cargoes, involving over 200 million barrels of Iraqi 
oil, that were purchased by Bayoii during the surcharge period, mostly from third parties holding allocations to purchase 
Iraqi oil from the Government of Iraq. According to SOMO records, these third parties paid approximately $37 million 
in illegal surcharges to the Government of Iraq. See also U.N. Independent Inquiry Committee Report, “Report on 
Programme Manipulation” {Oct. 27, 2005), Chapter 2, Section VI.B on Bayoil. 

' Minority StaffReport at 63. 
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of the Iraqi people. These revenues also provided a source of funds for Bayoil to have financed the 
payment of illegal surcharges to the Hussein regime. 

This evidence, which was obtained by the Minority Staff with the support of Subcommittee 
Chairman Norm Coleman, includes shipping records from one of the vessels that carried oil 
purchased by Bayoil; oil purchase records from U.S. companies that purchased oil cargoes from 
Bayoil; and interviews of knowledgeable persons about the key shipments, including former and 
current U.N. personnel. The Minority Staff also requested interviews, submitted requests for 
information, and provided an opportunity to respond to preliminary findings to David Chalmers, 
President of Bayoil, and to Sergei Issakov, formerly associated with Rosnefteimpex, two of the 
companies involved in the suspect oil shipments. Neither Mr, Chalmers nor Mr. Issakov provided 
any information in response to the Subcommittee’s requests. 

The new evidence obtained by the Subcommittee indicates that, in early 2001, Bayoil shipped 
over 4 million barrets of Iraqi oil to unapproved destinations in violation of the relevant U.N,- 
approved contracts, OFF program requirements, and U.S. regulations. U.N. -approved contracts 
authorizing Iraqi oil exports established the price of the oil, in part, according to the final destination 
where the oil was to be shipped and sold. The contracts also required that the Iraqi oil be delivered 
to the destination specified in the contract. With respect to the Bayoil shipments investigated by the 
Minority Staff, one shipment appears to have been diverted from North America to delivery in 
Europe, while another appears to have been diverted from Europe to delivery in the United States. 

Bayoil appears to have generated at least $7.5 million in illicit revenue from these two 
diversions. At the time these diversions occurred, in early 2001, Iraq was illegally demanding that 
companies buying oil from Iraq pay directly to the Hussein regime a 30-cent per barrel surcharge, 
above the U.N.-approved official sales price for Iraqi oil, on oil exports to North America and 
25-cents per barrel on oil exported to other destinations. Bayoil records indicate that, when 
questioned about one of these shipments by the U.N. Oil Overseers, both Bayoil and Rosnefteimpex 
- the Russian company which bought the shipment, paid illegal surcharges for it, and sold it to 
Bayoil - provided the United Nations with materially false information that mischaracterized the 
timing, transport, and final destination of this shipment. 

The Minority Staff has also obtained evidence that, in 2002, the U.N. Oil Overseers sent a 
memorandum to the Director of the U.N. Office of Iraq Programme, Benon Sevan, recommending 
that the Oil Overseers notify the U.N. 661 Committee about the suspect Bayoil shipments and 
Bayoil’s refusal to provide requested information and documentation about the shipments to the 
United Nations, Mr. Sevan did not approve this recommendation, apparently without providing any 
explanation for his decision. The result was that the Bayoil matter was never formally presented to 
the U.N. 661 Committee. 

The United States’ failure to assist the U.N, Oil Overseers or to conduct its own examination 
of the suspect Bayoil shipments impaired the Oil Overseers’ efforts to detect what appears to have 
been a serious violation of OFF program requirements, the loss of several million dollars of Iraqi oil 
revenues for the U.N. escrow account, and the payment of millions of dollars in illegal surcharges 
to the Hussein regime. Similarly, Mr. Sevan’s refusal to notify the 661 Committee of the Oil 
Overseers’ concerns regarding the Bayoil shipments impaired the United Nations’ ability to prevent 
illegal surcharge payments to the Hussein regime. 

B. The U.N. Oil-for-Food Program 

Within days of Iraq’s invasion ofKuwait in August 1990, the U.N. Security Council adopted 
Resolution 661, imposing a broad economic and military embargo on Iraq. With respect to the 
economic embargo, Resolution 661 directed that “all States shall prevent ... the import into their 
territories of all commodities and products originating in Iraq” and “the sale or supply by their 
nationals ... of any commodities or products” to Iraq.'' The same week, President George H.W. 
Bush issued executive orders declaring that Iraq posed an “unusual and extraordinary threat to the 


United Nations Security Council Resolution 661 (8/6/90). 
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national security and foreign policy of the United States,” and imposing a U.S. trade embargo on Iraq 
in accordance with U.N. sanctions.^ Implementing federal regulations, issued by the U.S. Treasury 
Department’s Office of Foreign Assets Control (OFAC) which administers U.S. sanctions programs, 
prohibited U.S. individuals and companies from executing contracts or otherwise transacting 
business in commodities bought from or sold to Iraq unless authorized by a specific OFAC license.^ 

Prior to Iraq’s invasion of Kuwait and the imposition of sanctions, Iraq had imported most 
of its food and medicine. Although the U.N. sanctions contained an exception for the importation 
of food, medicine, and other humanitarian supplies, Iraq was unable to generate sufficient revenues 
or obtain loans to make such purchases. To address the humanitarian needs of the Iraqi people, in 
mid-1991 the Security Council passed U.N. Resolutions 706 and 712, which authorized the sale of 
not more than SI. 6 billion of oil over a six -month period. The proceeds from approved oil sales 
were to be placed into a U.N.-controlled escrow account, which then could be used for the purchase 
of food, medicine, humanitarian supplies, and other goods for the essential civilian needs of the Iraqi 
people.’ 

Saddam Hussein, however, refused to accept the terms of these resolutions. Iraq stated that 
it had already complied with U.N. cease-fire resolutions, and claimed that the imposition of these 
controls on Iraqi oil sales was an impermissible infringement upon Iraqi sovereignty. Saddam 
Hu!?sem’s objections to the implementation of U.N. Resolutions 706 and 712 developed into a 
protracted political stalemate. 

The primary victims of Saddam Hussein’s intransigence were the Iraqi people. By the mid- 
1 990s, the average daily caloric intake of the average Iraqi adult had fallen below 2,000 calories per 
day, “typical of a drought-affected country in Sub-Saharan Africa and is associated with extensive 
and rising malnutrition.”® By this time the Iraqi people were also suffering increases in child 
malnutrition, significant deteriorations in essential environmental infrastructure such as electricity 
production and sewage treatment, the re-emergence of previously controlled diseases, precipitous 
declines in the availability of medicine and health care, and rapid inflation, 

In April 1995, faced with a humanitarian crisis in Iraq, and in light of positive reports on the 
Hussein regime’s progress towards compliance with its disarmament obligations, the U.N. Security 
Council passed Resolution 986, which again authorized the Iraqi Government to sell oil, under 
certain conditions, and use the proceeds from these sales for the purchase of humanitarian goods. 
Iraq initially objected to Resolution 986, but several months later reversed course. In May 1 996, as 
a result of extensive diplomatic efforts and negotiations involving U.N., Iraqi, and various U.N.- 
member state officials, Iraq and the United Nations formally agreed to a “Memorandum of 
Understanding” (MOU) to govern the implementation of Resolution 986.^ U.S. sanctions 
regulations were modified to conform to Resolution 986 and the terms of the MOU; these regulations 
and other U.S. regulations relating to Iraq remained in effect until May 2003, after the fall of the 
Hussein regime. 


^ See Executive Orders 12722 (8/2/90) and 12724 (8/9/90). The President imposed the trade embargo using 
authority granted under the International Emergency Economic Powers Act, 50 U.S.C. §1701. Successive executive 
orders by subsequent U.S. Presidents continued this trade embargo on Iraq until 2003. 

' See 31 C.F.R. Ch. V, Part 575 (7-1-03 Edition). 

’ Prior to such purchases, 30 percent of the value of the oil exports were to be paid to the United Nations 
Compensation Fund to compensate govenmiental and other claimants for damages arising from Iraq’s invasion of 
Kuwait, as required under previous U.N. resolutions. U.N. Resolution 706. 

* Report of an Independent Working Group established by die Independent Inquiry Committee, “The Impact 
of the Oil-for-Food Programme on the Iraqi People” (Sept. 7, 2005) (hereinafter “Independent Working Group”), at 20. 


’ For an extensive description ofthe development of the OFF program, including the diplomatic maneuvering 
leading to the MOU, see the U.N. Independent Inquiry Committee Report, “The Management of the United Nations Oil- 
for-Food Programme” (hereinafter “IIC Management Report”), Vol. II (Sept. 7, 2005). 
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Under the Oii-for-Food program established by Resolution 986 and the subsequent MOU, 
all of the proceeds from the sale of Iraqi oil were to be deposited into an escrow bank account under 
U.N. control at Banque Nationale de Paris (BNP). Although Iraq was provided with the authority 
to select the companies with which it would enter into contracts for the sale of oil, all contracts 
between the Government of Iraq and purchasers of Iraqi oil had to be approved by the U.N. 661 
Committee, the Committee established by the U.N. Security Council to oversee implementation of 
U.N. sanctions on Iraq. Prospective purchasers of Iraqi oil had to be approved by the government 
of a member state in order to participate in the program.”® 

To administer the OFF program, the United Nations established the Office of Iraq 
Programme (OIP), which for the entire duration of the program was headed by Benon Sevan. ' ’ The 
United Nations also hired several oil industry experts, designated as “U.N. Oil Overseers,” to assist 
the OIP and U.N. 661 Committee in overseeing OFF oil sales and contracts. 

Iraqi oil sales under the OFF program began in December 1996. During the program, Iraq 
sold over $64 billion worth of oil. Approximately $34 billion of this amount was spent for 
humanitarian purposes. 

U.S. and U.N. reviews have concluded that the OFF program provided essential humanitarian 
benefits to the people of Iraq. Former U.S. Ambassador to the United Nations and Iraq John D. 
Negroponte testified to the Senate: 

“The U.S. Government supported the program’s general objective of creating a system to 
address the humanitarian needs of the Iraqi civilian population, while maintaining strict 
sanctions enforcement of items that Saddam Hussein could use to rearm or reconstitute his 
WMD program. We believe the system the Security Council devised by and large met those 
objectives.””^ 

The U.N.’s Independent Inquiry Committee (IIC) has concluded the OFF program 
“achieve[d] important successes,” including helping to “maintain the international effort to deprive 
Saddam Hussein of weapons of mass destruction,” and that “minimal standards of nutrition and 
health were maintained in the face of a potential crisis.”'^ More specifically, the Independent 
Working Group established by the IIC to evaluate the impact of the OFF program on the Iraqi people 
found: 


“The food supplies provided through the OFFP reversed a serious and deteriorating food 
crisis, preventing widespread hunger and probably reducing deaths to which malnutrition was 


To win ail OFF contract, a person or company had to be designated a “national oil purchaser” by a specific 
U.N. member country. Member countries were supposed to evaluate each applicant for this designation and then fonvard 
only approved applications to the United Nations. In the United States, OFAC was assigned the responsibility of 
approving U.S, companies as “national oil purchasers” and issued federal regulations establishing a procedure for so 
doing. See 3 1 CFR Part 575 (Subpart E). OFAC viewed its licensing role for U.S. participants in the OFF program as 
a purely ministerial task. OFAC sought to ensure that prospective U.S. participants completed the registration forms and 
forward those completed forms to the United Nations. OFAC did not perform any substantive review of the application 
or (he applicant. For more information, see Minority Staff Report at 53-58. 

‘ ' The Independent Inquiry Committee (IIC) has since found significant instances of corruption and malfeasance 
involving Mr. Sevan and the OFF program. In its Third InterimReport, the IIC concluded: “Mr. Sevan comiptly derived 
substantial financial benefits by soliciting and receiving oil allocations for AMEP [African Middle East Petroleum Co. 
Ltd. Inc.] from the Government of Iraq,” and “derived financial benefits that [he] knew would be tainted by payment 
from [the head of AMEP] Mr.[Fakhry] Abdelnour of an illegal surcharge to the Iraqi regime in violation of both the 
United Nations sanctions regime and the rules of the Programme.” IIC Third InterimReport (Aug. 8, 2005) at 6. In its 
Comprehensive Report, the IIC found “a significant body of evidence demonstrates that Mr. Sevan did not administer 
the Programme in a transparent manner and did not report sanctions violations to the 661 Committee in a sufficient 
manner.” IIC Management Report, Vol. Ill, at 7!. 

“Statement of Ambassador John D. Negroponte Before the United States Senate Comnrittee on Foreign 
Relations, Hearing on the Oil-for-Food Program,” (April 7, 2004). 

IIC Management Report, Vol. I, at I. 
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contributing. ... In terms of numbers, it can be estimated, for example, that there were 

some 360, 000 fewer malnourished children in2000 than there would otherwise have been.”'"* 

C. Role of Bayoil 

During the OFF program, the United States was the largest single consumer of Iraqi oil, 
importing about 1 .2 billion barrels overall or about 50 percent of all the oil sold by Iraq under the 
program.'* Although some U.S. companies bought oil directly from Iraq in the first few phases of 
the OFF program, in subsequent phases Iraq imposed a policy which, in general, barred the direct 
issuance of OFF contracts to U.S. companies or their affiliates.'^ Instead, U.S. companies typically 
bought oil from individuals or companies who had been given Iraqi oil allocations or from 
companies which had contracted with an oil allocation holder to load and transport oil from Iraq. 

From 2000 to 2002, Bayoil (U.S.A.), Inc, and its affiliates, operating out of Houston, Texas, 
became one of the largest importers of Iraqi oil into the United States.'* The prior Minority Staff 
Report identified 102 oil cargoes, involving over 200 million barrels of Iraqi oil, that were purchased 
by Bayoil during the surcharge period from September 2000 to September 2002, mostly from third 
parties holding Iraqi oil allocations. In April 2005, a U.S. federal grand jury indicted Bayoil and its 
principal officers, David Chalmers, John Irving, and Ludmil Dionissiev, charging in part that Bayoil 
and its three principals “agreed to pay, did pay, and caused to be paid millions of dollars in secret 
illegal surcharges to the Government of Iraq."'* 

D. Suspect Bayoil Shipments 

The suspect Bayoil shipments examined in this Report took place in the first quarter of 200 1 , 
during the surcharge period, and involved approximately 4 million barrels of Iraqi oil. The U.N.- 
approved contracts in the OFF program required Iraqi oil to be directly transported to and sold at the 
final destination specified in the contract. In the spring of 2001, the U.N. Oil Overseers became 
concerned that Iraqi oil purchasers may have been gaining illicit revenues by diverting exported Iraqi 
oil to unapproved destinations, meaning destinations other than the destination specified in the U.N.- 
approved contract. The U.N. Oil Overseers were particularly concerned that Iraqi oil destined and 
priced for delivery in North America may have been delivered to Europe instead. 

Generally, Iraqi oil sold for delivery to North America was priced less than oil destined for 
Europe, in part to compensate for the additional cost of shipping it across the Atlantic Ocean. This 
pricing policy was in accordance with oil industry practice for other types of Middle Eastern oil, 
most of which was sold with destination restrictions. Absent these destination restrictions, purchasers 
could sell the lower-priced oil initially destined for North America in higher-priced European 
markets, thereby reaping profits simply by misleading the sellers as to the final destination. On rare 
occasions, due to localized variations in the price of crude oil in different markets, it could even be 
profitable to sell and deliver in North America oil destined and priced for delivery in Europe. 


“ independent Working Group, at 177-178. 

" U.S. Energy Infonnation Administration: September 2005, Monthly Energy Review, Table 11.1a {Crude 
Oil Production, OPEC Members); Gross Oil Imports from Iraq into Individual OECD Countries and Total OECD, Most 
Recent 12 Years, at wv,\v.cia.itov./cmeu/internationaEnetrolen.html#lntlTrade. 

See, e.g.. Subcommittee Interviewwith Senior Hussein Regime Official No. 1 (4/14/05); letter dated5/22/02, 
from Bayoil 's legal counsel, Dickstein Shapiro Morin & Oshinsky LLP, to OF AC; letter dated 12/15/98, from the Iraqi 
Ambassador to Russia, Dr. Hassan Fifahmi Juma, to Vladimir Zhirinovsky, Bates BAYOILUS A009396 (apologizing 
that “Iraq cannot do any deals with American companies" and so cannot issue a contract to Bayoil to load oil allocated 
to Mr. Zhirinovsky) (Exhibit 23); Comprehensive Report of the Special Advisor to the DCI on Iraq’s WMD (Sept. 30, 
2004) (hereinafter “ISG Report"), Annex B. 

'* See Minority Staff Report, Appendix, 

" United States v. Chalmers . Case No, Sl-05-Cr. 59(DC) (U.S.D.C. S.D.N.Y.), Indictment (April 2005; 
superseded by Indictment filed on October 19, 2005). The Minority Staff Report determined that, during the surcharge 
period, Bayoil financed the payment of at least $37 million in illegal surcharges demanded by the Iraqi Government in 
connection with the sale of its oil. See Minority StalTReport at 13-27. 


6 



404 


With respect to Iraqi oil in particular, the U.N. Oil Overseers were concerned that illicit 
profits obtainable from destination switching could be used to fund the illegal surcharge payments 
that Saddam Hussein had begun to demand in late 2000.*’ Additionally, to the ex tent that Iraq - with 
approval of the United Nations - had discounted the price of its oil for North American destinations, 
illicit sale of that oil to Europe deprived the U.N. escrow account of the full sales price that could 
have been obtained had the oil been properly priced for delivery to Europe. Ultimately, therefore, 
these diversions were at the expense of the funds used to purchase humanitarian goods and supplies 
for the Iraqi people. Destination switching not only unjustly enriched the company selling the Iraqi 
oil at the expense of the Iraqi people, but those illicit profits also could then be used to pay higher 
fees to companies that were paying illegal surcharges to the Hussein regime. 

By the spring of 2001, the U.N. Oil Overseers expressed particular interest in tracking 
Bayoifs shipments of Iraqi oil that had been priced for delivery to North America but were 
discharged into the SUMED pipeline at the Egyptian port of Ain Sukhna, near the southern entrance 
to the Suez Canal in the Red Sea. The SUMED pipeline runs parallel to the Suez Canal, from Ain 
Sukhna to the Egyptian port of Sidi Kcrir, near the northern end of the canal in the Mediterranean. 
Due to the physical limitations of the Suez Canal, large oil tankers cannot pass through the canal 
fully loaded; instead such tankers must discharge either a! I or part o f their cargo through the SUMED 
pipeline and then pass through the canal either partially or fully empty.^' The U.N. Oil Overseers 
sought to determine whether Bayoil had re-loaded the oil at Sidi Kerir from the pipeline onto the 
same or a different ship and then transported to North America, as required by the U.N. -approved 
contracts, or instead had sold the oil to buyers in Europe. 

In particular, the U.N. Oil Overseers were concerned that '‘transshipments”^^ through the 
SUMED pipeline were being used to obscure the ultimate destination of the Iraqi oil, in 
contravention of U.N.-approved contracts. Oil cargoes discharged into the SUMED pipeline and 
subsequently re-loaded onto a vessel were particularly difficult to follow, since it required the Oil 
Overseers to track multiple shipments and transfers of the oil after it had left Iraq. Accurately tracing 
oil offloaded from a vessel into the SUMED pipeline and then re-loaded onto the same or a different 
vessel required the U.N. Oil Overseers to obtain additional documentation from additional shipping 
companies regarding the relevant vessels, loading dales, and volumes of oil loaded into and taken 
from the SUMED pipeline. 

On several occasions, beginning in the spring of 2001, the U.N. Oil Overseers asked Bayoil 
to provide information and documentation establishing that the final destinations of certain oil 
shipments it had sent through the SUMED pipeline were consistent with the approved destinations 
in the relevant U.N. conlracts.^^ 

Initially, Bayoil refused to provide any information to the U.N. Oil Overseers. In a June 2001 
letter addressed to the Chairman of the U.N. 661 Committee, Bayoil’s president, David Chalmers, 
complained of the ‘‘compelling evidence of a long standing prejudice toward myself and the 
company I am affiliated with.” He stated “the documentation request is completely outside [Oil 


Subcommitiee interviews of former U.N. Oil Overseer (5/5/05 and 8/10/05). 

According to oil experts contacted by the Subcommittee, large oil tankers with cargoes of more than 2 million 
barrels cannot pass fully loaded through the Suez Canal. Shippers transporting larger cargoes through the Canal must 
discharge all or part of their load of oil into the SUMED pipeline. At the other end of the pipeline, at Sidi Kerir, the oil 
is re-loaded onto either the same ship - after it has passed partially or fully empty through the canal- or onto a different 
vessel. Alternatively, large oil tankers can sail around the Cape ofGood Hope, a route that extends the sailing time from 
the Middle East to North America by 10 to 12 daj^. In determining whether to employ the SUMED pipeline or sail 
around the Cape of Good Hope, shippers typically consider such factors as oil prices, the ultimate destination of the oil, 
sailing times, tanker costs, and pipeline transport and storage rates. 

A “transshipment" occurs when oil being transported to a specific destination is offloaded from one ship and 
onto another ship before reaching its destination. According to former U.N. officials, U.N.-approved contracts under 
the OFF program forbade transhipments. Subcommittee interviews of U.N. Oil Overseer (5/5/05 and 8/10/05). 

This Report’s description of the U.N. Oil Overseers’ requests for information, Bayoil’s refusalto cooperate 
with the United Nations, and OFAC 's non-resffonsivencss to the U.N. Oil Overseers’ requests for assistance is taken from 
the prior Minority Staff Report at 59-62. 
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Overseer] Mr. Tellings’s authority Mid mandate under the program.” He informed the 661 
Committee he would “respectfully decline Mr. Telling’s [sic] request for information outside the 
authority of this office, while maintaining our accountability to all our suppliers, including SOMO, 
with respect to meeting contractual terms and conditioiK.”^'* 

In a July 2001 letter to the U.N. Oil Overseers, Bayoil wrote that it was “perplexed” by the 
Oil Overseers’ request for infonnation about the transshipments, but “exclusively as a matter of 
courtesy” would nonetheless provide certain information “in the spirit of cooperation.” Bayoil then 
provided, for each of the questioned shipments, the vessel name, quantity of oil loaded, bill of lading 
date, loading port, destination, and the routing used, meaning whether the oil went through the 
SUMED or around the Cape of Good Hope.^^ This information, however, was not responsive to the 
Overseers’ request for documentation showing the volumes of oil discharged from the SUMED 
pipeline and the actual, final destination of that discharged oil. 

As a result of Bayoil’s lack of cooperation, the U.N. Oil Overseers requested assistance from 
the U.S. Mission to the United Nations in obtaining the information from Bayoil. On August 17, 
2001, the U.S. State Department formally requested OF AC to “contact Bay Oil and urge that the 
company respond quickly and completely to the Office of the Iraq Program’s request for 
information.”^'^ 

While awaiting U.S. assistance, the Oil Overseers persisted in their effort to obtain the critical 
information directly from Bayoil. On November 28, 2001, for example, the Oil Overseers wrote to 
Bayoil to “restate the information we require.” Specifically, the Oil Overseers sought “the relevant 
logistical information” about two specific shipments by Bayoil, one that had been purchased from 
Italtech, and another that had been purchased from the Russian company Rosnefleimpex. The Oil 
Overseers told Bayoil, “As nearly six months have now passed since we first requested this 
information, we would like to advise that, in absence of a prompt response, we have to inform the 
United Nations Sanctions Committee of this situation.”^’ 

On January 10, 2002, the Oil Overseers again wrote to Bayoil: 

“Our understanding on this issue is as follows. Both cargoes of oil were bought by Bayoil 
Supply and Trading . . . and that this company was involved in the shipment of this oil to its 
ultimate destinations. The clause in the SOMO oil purchase contract (letter of credit), which 
prohibits transshipment, was not adhered to and this oil was pumped via the SUMED 
pipeline into other vessels. 

Although we have no reason to believe that any violation of destination restrictions has 
taken place, you will appreciate that monitoring of this is difficult in cases like this where the 
oil has been transshipped. 

Albeit that some information has been provided, this remains incomplete. In order to 
eliminate any doubt and to satisfy that no money has been withheld from the UN-Iraq 
account, we urge you again to supply us with all the relevant information on this matter. 


Memorandum dated 6/25/0 1 , from Bayoil to die U.N. 661 Committee Chairman, Bates B AY04-0 1301-01 302 
(Exhibit 1 ). A Bayoil document labeled “Draft” indicates that Bayoil may have made the same complaints about the Oil 
Overseers to the Russian mission to the United Nations. Draft Memorandum dated 6/25/01, from Bayoil to the U.N. 
Mission of the Russian Federation, Bates BAYOILUSA015391 (Exhibit 2). 

Memorandum dated 7/14/01, from Bayoil to the U.N. OO Overseers, Bales BAYOILUSAOl 5393-015394 

(Exhibit 3). 

Memorandum dated 8/ 17/01, from Bruce Williamson, Acting Director, Office of Economic Sanctions Policy, 
to R. Richard Newcomb, Director, OFAC (Exhibit 4). 

Fax dated 11/28/01, from the U.N. Oil Overseers to Bayoil, U.N. Security Council document 
S/AC.25/2001/OIL/1360, Bates IT-02314 (Exhibit 5). 
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Specifically, for the aforementioned vessels we require discharge dates and discharge 

volumes.”^* 

Once again, the Oil Overseers threatened, if the information was not forthcoming, to inform 
the Director of the Office of Iraq Programme “for the purpose of briefing the 661 Sanctions 
Committee.” 

Bayoil again responded with charges of bias and prejudice by the Oil Overseers. Bayoil 
wrote it was “surprised by the continued request directly to Bayoil relating to specific detailed 
infonnation,” and was “greatly concerned” that the Oil Overseers were “on some kind of mission 
to find fault with our Company.” It charged the Oil Overseers with “apparent prejudice toward 
Bayoil,” and felt “compelled” to respond to the Oil Overseers’ “over-zealous efforts to audit our 
company’s indirect participation in the Oil Sale program.” Bayoil stated that with respect to the Oil 
Overseers’ “ultimatum in connection with the documentation requested,” the company did “not feel 
currently obligated to provide such information under such circumstances, particularly as the 
information requested is likely to be used out of context.”^’ 

In January 2002, thelJ.N. Oil Overseem apparently made a second request forU.S. assistance 
to obtain information from Bayoil. This request presumably followed the same path through the U.S. 
State Department to OFAC. OFAC has no records associated with this second request, however, and 
was unable to provide the Subcommittee with any information about its receipt of or response to the 
U.N. request. 

Eight months after the U.N. Oil Overseers’ initial request to the U.S. Mission to the United 
Nations, OFAC finally wrote to Bayoil on April 23, 2002, requesting “a complete report in writing 
concerning any transactions conducted pursuant to the OFAC Licenses or otherwise subject to the 
provisions of the Reporting Regulations.”^® OFAC did not ask for the specific shipping information 
sought by the United Nations, nor did it direct Bayoil to cooperate with the U.N. Oil Overseers. 

In May 2002, Bayoil responded that it no longer contracted directly with Iraq and so had no 
licensing activity to report.^’ Since OFAC had not asked for specific shipment information, Bayoil 
did not supply any of the information sought by the United Nations. OFAC then failed to submit 
Bayoil’s response either to the State Department or the United Nalions.^^ 

The prior Minority Staff Report found that the U.S. Government had failed to provide the 
assistance requested by the U.N. Oil Overseers to determine whether Bayoil had violated the U.N.- 
approved contracts and OFF requirements. Such a violation also would have constituted a violation 
of OFAC regulations implementing U.S. sanctions against Iraq, since those regulations allowed U.S. 
persons to trade in Iraqi oil only if that oil was obtained in accordance with U.N. OFF program 
requirements.^^ Hence, the Minority Staff Report concluded that the U.S. Government had not only 
failed to help the United Nations monitor compliance with the OFF program, but also failed to 
adequately monitor and police a key U.S. importer of Iraqi oil and its compliance with U.S. 
regulations imposing sanctions on Iraq. 


Fax dated January 10, 2002, from the Oil Overseers to Bayoil, U.N. Security Council document 
S/AC.25/2001/O1L/1382, Bates IT-02312-02313 (Exhibit 6). 

Memorandum dated 1/4/02, from Bayoi! to U.N. Oil Overseers, Bates BAYOILUSA015308-0i5310 

(Exhibit 7). 

Letter dated 4/23/02, from David H. Harmon, Chief, Enforcement Division, OFAC, to Bayoil USA, Inc., 
Bates BAY 1 4-0 1965-0 1 966 (Exhibit 8). 

Letter dated 5/22/02, from Bayoil’s legal counsel, George T. Boggs ofDickstein Shapiro Morin & Oshinsky, 
LLP, to OFAC., Bates BAYi4-0196I-01963 (Exhibit 9). 

For more detail on OF AC’s failure to investigate or help the United Nations to investigate suspect Bayoil 
shipments, see Minority Staff Report at 60-63. 

See Section 111.3.4 below for further analysis. 
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m. FINDINGS 

This section of the Report discusses the new evidence obtained by the Subcommittee since 
the issuance of the Minority Staff Report in May 2005, It also presents and explains the Minority 
Staffs new findings. 

1. In Early 2001, Bayoil Financed the Payment of Illegal Surcharges Demanded 
By the Hussein Regime by Paying Increased Fees for Iraqi Oil that Bayoil 
Purchased from Intermediaries Who Paid the Surcharges to Iraq. 

As explained in the prior Minority StafTReport, in September 2000, Iraq began demanding 
that purchasers of Iraqi oil pay an illegal 10-cent per-barrcl surcharge, over and above the official 
sales price established by SOMO and agreed to by the 661 Committee, and that the money be paid 
to Iraq directly instead of being deposited into the U.N.-controlled escrow account designated to 
receive all oil revenues from the OFF.^"' In December 2000, Iraq increased the surcharge to 30-cents 
per barrel for oil exported to North America, and 25-cents per barrel for oil exported elsewhere. 

By early 2001, the number of companies willing to buy Iraqi oil dropped dramatically due 
to the surcharge demands by Iraq, warnings by the United Nations and several countries, articles 
about the situation in the international press, and close scrutiny by the U.N. 661 Committee. 
According to one senior Iraqi official interviewed by the Subcommittee staff, the Iraqis were “kissing 
feet to lift oil” during tliis period. “ 

During the surcharge period, which took place from September 2000 to September 2002, 
Bayoil was unable to purchase oil directly from the Government of Iraq because the Iraqis were 
generally refusing to sell its oil directly to American-owned companies, Instead, Bayoil purchased 
Iraqi oil from non-U.S. companies who had obtained allocations to purchase oil from the Iraqi 
Government. In most cases, Bayoil actually loaded and transported from Iraq the oil it had 
purchased from these non-U.S. companies. According to Iraqi records, these non-U.S. companies 
paid illegal surcharges to Iraq on the Iraqi oil they sold to Bayoil. 

According to Bayoil records, during the first three months of 2001 , Bayoil bought 1 8 cargoes 
of Iraqi oil totaling over 35 million barrels from four companies, Bayoil purchased 14 of these 
cargoes from Italtech, and 2 from Rosnefleimpex. Table 1 identifies the four companies from which 
Bayoil bought the oil, the amount of oil involved in each purchase, and the Minority Staffs estimates 
of the amount of illegal surcharges assessed and paid on this oil purchased from Iraq during this 
period.” 


See Minority Staff Report at 7-9. 

” Id- at9, !!. 

Me at 21. 

” The estimates of the surcharges paid on the itoltech, Rosnefteimpex, and NAFTA shipments were derived 
by using SOMO records of paid surcharges and prorating the total amount of surcharges paid on the corresponding U.N. 
contract according to the fraction of the iota! amount lifted under tfiose contracts represented by these particular 
shipment.^. Witli respect to the Caratech cargo, the 500,0(K) barrel caigo sold to Bayoil represented the entire Camtech 
allocation. See also Minority Staff Report at 19-20, and Appendix. 
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Table 1 

Iraqi Oil Purebred by Bayoil 
January - March 2001 


Original 
Purchaser of 
Iraqi Oil 

U.N. 

Contract# 

Number of 
Cargoes Sold 
to Bayoil 

Barrels 
Purchased 
by Bayoil 

Surcharge Rate on 
Original Purchase 
(per barrel) 

Estimated 
Surcharges Paid by 
Original Purchaser 

Italtech 

M/09/07 

14 

29,301,023 

19^ 

$5,567,194 

Rosnefteimpex 

M/09/25 

2 

4,131,066 

26.B^ 

$1,107,126 

NAFTA 

M/09/28 

1 

1,982,882 


$594,865 

Camtech 

M/08/100 

1 

500,000 

30^ 

$150,000 

Total Surcharges Paid on Cargoes Bought by Bayoil, Jan. - Mar. 2001 

$7,274,320 


Source: Table prepared by Minority Staff, Senate Permanent Subcommittee on Investigations. 
Information taken from the Appendix to the Minority Staff Report issued on May 1 7, 2005. 


The prior Minority Staff Report presented evidence that Italtech passed on to Bayoil the costs 
of the illegal surcharges demanded by the Iraqi Government.^® The prior Minority Staff Report also 
described evidence suggesting that Bayoil may have financed Italtech’s payment of over $6 million 
in illegal surcharges in the first half of 2001.®’ 

Bayoil appears to have entered into similar arrangements with Rosnefleimpex, the Russian 
company that obtained oil allocations from Iraq and sold two cargoes - a total of about 4 million 
barrels - to Bayoil in early 2001 . On January 1 8, 200 1 , presumably in response to Iraq’s demands 
for illegal surcharges of 25 and 30 cents per barrel, Rosnefleimpex and Bayoil amended a sales 
agreement they had initially entered into on July 1 1 , 2000. The amendment required Bayoil to pay 
Rosnefleimpex 35 cents per barrel above the U.N.-approved Official Sales Price (OSP) for Iraqi oil.‘^° 
This 35-cent per barrel payment was substantially higher than typical sales commissions in the oil 
industry of a few cents per barrel, and the second of two increases above the 2-cent per barrel 
payment in the initial Bayoil-Rosnefteimpex sales agreement. 

Iraq’s State Oil Marketing Organization (SOMO), the governmental agency responsible for 
administeringlraq’soil programs, kept records of the illegal surcharges assessed and paid on specific 
oil shipments.'’^ These SOMO records stale that Rosnefleimpex paid an average of about 27 cents 
per barrel in illegal surcharges during Phase IX of the OFF program, from December 6, 2000, 
through June 3, 2001 . 


This evidence included contractual agreements between Bayoil and Italtech, various expenses submitted by 
Italtech to Bayoil, and evidence of various payments made by Bayoil to Italtech. Id. at 22-26. 

14 at 23-27. 

Addendum No, 2 to contract dated July 1 1, 2000 Iwtween Rosnefteimpex (B VI) United Kingdom and Bayoil 
Supply & Trading Limited, Nassau, Bahamas, ( 1/1 8/01), Bates BAY09-02250 (Exhibit 10). Five days later, Bayoil and 
Rosnefteimpex executed Addendum No. 3, in which Rosnefleimpex warranted to Bayoil that it “will not make any 
payments, directly or indirectly, to or for the benefit of die Government of Iraq or a person in Iraq, except transfers to 
the 986 Escrow Account maintained by the United Nations.” Addendum No. 3 to contract dated July 1 1 , 2000 between 
Rosnefteimpex (BVl) United Kingdom and Bayoil Supply & Trading Limited, Nassau, Bahamas, (1/23/01), Bates 
BAY09-0225 1 (Exhibit 11). The initial contract between Bayoil and Rosnefteimpex provided for a 2-cent per barrel 
payment. The first Addendum to the contract, dated July 26, 2000, called for a 24-cent per barrel payment; 12 cents in 
advance and 12 cents after each lifting. The second Addendum increased the payment to 35 cents per barrel. See 
Subcommittee staff report, “Report on Oil Allocations Granted to die Russian Presidential Council,” Exhibits RPC FN 
69 and 70. 

Undated SOMO document entitled “Surcharge. ” in Arabic, with English translation (hereinafter “SOMO 
Surcharge document”). See Minority Staff Report, Exhibit 35. Both the Iraq Survey Group and the U.N.’s Independent 
Inquiry Committee have concluded this is a credible document. 
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Bayoil’s financial records indicates that Bayoil’s suppliers did, in fact, pass on the costs of 
the illegal surcharges to Bayoil, in the form of higher fees or commissions, and that Bayoil did, in 
fact, pay these additional costs to its suppliers. Table 2 presents the fees and commissions paid by 
Bayoil to its suppliers for several of the shipments identified in Table 1, 

Table 2 

Bayoil Payments on Selected Iraqi Oil Purchases 
January - March 2001 


Bayoil 

Shipment 

Number 

Supplier of 
Iraqi Oil to 
Bayoil 

Number of 
Barrels Sold to 
Bayoil 

Surcharge Paid 
by Supplier to 
Iraq 

(per barrel) 

Fee Paid by 
Bayoil to 
Supplier (per 
barrel) 

Date of 
Payment by 
Bayoil to 
Supplier 

Amount Paid by 
Bayoil to 
Supplier 

V-50128 

Italtech 

2,007,757 

19^ 

H 

4/5/01 

$160,521.17 

200 

4/23/01 

$401,489.16 

V-50129 

Rosnefte- 

impex 

2,103,164 

26 . 8 !z! 

350 

3/26/01 

$739,107.40 

V-50129 

NAFTA 

1,982,882 

IQi 

340 

2/26/01 

S793.132.80 

V-50129 

Camtech 

500,000 

30^ 

33tt 

2/27/01 

$165,000.00 

V-50130 

Rosnefte- 

impex 

2,027,902 

26.8^ 

350 

2/27/01 

$709,765.70 

V-50134 

Italtech 

2,376,927 

190 

8«l 

4/9/01 

$189,937,34 

200 

8/10/01 

$475,385.40 


Source: Table prepared by Minority Staff. Senate Permanent Subcommittee on Investigations. Information 
taken from Bayoil financial records entitled "Transaction Detail by Account. " Shipments V-50i28. 

V-50129. V-50130. and V-SOISI. The amounts paid to Italtech are consistent with the Bayoil-Italtech 
relationship and documents described in the prior Minority Staff Report at 21-27. 

To enable companies to sell Iraqi oil for a large enough profit to meet its demands for illegal 
surcharges, the Government of Iraq attempted to lower the OSP for Iraqi oil, Iraq’s attempts to lower 
the OSP were largely unsuccessful, however, due to objections by the U.N, Oil Overseers and a few 
U.N, member countries, particularly the United States and United Kingdom.® A key question, then, 
is how Bayoil obtained the funds needed to pay additional per-barrel amounts to Italtech, 
Rosnefteimpex, and others. 

The evidence discussed in this Supplemental Report indicates that Bayoil appears to have 
generated millions of dollars in additional revenues by selling Iraqi oil in unapproved markets in 
violation of the relevant U.N. contracts, OFF program requirements, and U.S. regulations. The 
amount of illicit revenues generated by these unapproved sales - at least S7.5 million - appears to 
have been of sufficient magnitude to enable Bayoil to finance the payment of illegal surcharges to 
the Hussein regime in the first quarter of 2001 , which amounted to about $7.3 million. With respect 
to Rosnefteimpex in particular, the evidence indicates that, for the 4 million barrels of Iraqi oil 
Bayoil purchased from Rosnefteimpex in the first quarter of 2001 , Bayoil paid Rosnefteimpex over 
$1.4 million in sales fees, while Rosnefteimpex paid Iraq over $1.1 million in illegal surcharges. 


For more detail, see Minority Staff Report at 45-47. 
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2. In Early 2001, Bayoil Appears to Have Generated Millions in Illicit Revenue 
by Diverting Iraqi Oil Shipments to Unapproved Destinations in Violation 
of OFF Requirements and U.S. Sanctions on Iraq. 

On January 18, 2001, the U.N. 661 Committee approved contract number M/09/25 between 
Rosnefteimpex and SOMO for the sale and export from Iraq of 4 million barrels of Basrah Light oil 
and 2 million barrels of Kirkuk crude oil.''’ In late February 2001, Rosnefteimpex sold to Bayoil 
approximately 2 million barrels of Basrah Light crude oil purchased from Iraq under contract 
M/09/25. The pricing formulas for the sales of this oil to Rosnefteimpex and Bayoil were based 
upon North America being the final destination of the oiL*^ On or around February 25, 2001 , Bayoil 
finished loading this oil onto the vessel Hellespont Paradise, which then set sail from the Iraqi port 
of Mina al-Bakr in the Persian Gulf. 

Later in 2001, the LF.N. Oil Overseers asked Bayoil and Rosnefteimpex to provide 
documentation establishing that this cargo of Iraqi oil was, in fact, delivered to North America. Both 
Bayoil and Rosnefteimpex stated that North America was the final destination, but did not provide 
the requested supporting documentation. 

Evidence obtained and analyzed by the Minority Staff indicates that, contrary to Bayoil’ s and 
Rosnefteimpex ’s statements to the United Nations, the Iraqi oil loaded onto the Hellespont Paradise 
was never delivered to North America, but instead sold in Europe. As explained below, Bayoil 
obtained substantial trading gains from the purchase and sale of futures contracts from this switch 
in destinations, and possibly additional sales gains from the price differentia! between the North 
American and European markets. 

These illicit revenues were generated at a time when Bayoil was facing increased fees for 
Iraqi oil due to Saddam Hussein’s demands for the payment of illegal surcharges on exported oil. 
In addition to possibly being used to finance the payment of these surcharges, the illicit sale to 
Europe of oil that was purchased at a discount due to a stated destination of North America resulted 
in a loss of income to the U.N. escrow account. Hence, the evidence indicates that Bayoil actions 
also deprived the U.N. escrow account of funds to be held in trust for the humanitarian needs of the 
Iraqi people. 


a. Bayoil and Rosnefteimpex Provided the United Nations with False 

Information about the Timing, Transport, and Final Destination of Iraqi 
Oil that Rosnefteimpex Purchased from Iraq and Sold to Bayoil. 

According to Bayoil records, after finishing loading on February 25, 2001, the Hellespont 
Paradise set sail for the port of Ain Sukhna in the Red Sea, at the southern entry point of the 
SUMED pipeline. After arriving at Ain Sukhna on March 7, 2001, the Hellespont Paradise 
discharged its entire cargo.” 

Bayoil’s records regarding what happened to the oil after it was discharged at Ain Sukhna 
are unclear and contradictory. Most of the oil was shipped through the pipeline; whether all the oil 
was shipped is unclear. The U.N. Oil Overseers repeatedly asked Bayoil for information and 
documentation identifying the ship that loaded the oil from the SUMED pipeline, where the oil was 
transported, dates of loading and discharge, and the volumes loaded and discharged. Bayoil refused 
to provide the specific information requested. 


" U.N, Contract Number M/09/25, Bates BAY18-01000 (Exhibit 12), 

“ See, e.g., SOMO Bill of Lading, Bales BAY184)1033; SOMO Certificate of Origin, Bates BAY18-01034; 
and SOMO Commercial Invoice, Bates BAY 1 84)1032. Correspondence between Rosnefteimpex and the financing bank, 
Credit Agricole Indosuez (Suisse) S.A., Geneva, Bates BAY18-01030-1, also reflected “North America” as the 
destination of the oil aboard the Hellespont Paradise. (Exhibit 13). 

" See, e.g., Bayoil spreadsheet identifyiiig Bayoil shipments of Iraqi oil (Bayoil excel FILE NAME: 
SHARED\BOARD2001.xls), Bates BAYOILUSA008637-00S638 (Exhibit 14). 
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On June 7, 2001, the U.N. Oil Overseers sent a letter to Bayoil requesting documentation 
regarding the final destination of certain c^goes of oil Bayoil had recently exported from Iraq, 
including the cargo of oil aboard the Hellespont Paradise that had left Iraq on February 25, 2001 
At the same time, the U.N. Oil Overseers also sent a letter to Rosnefteimpex requesting the same 
information about the oil it had purchased from Iraq.^^ 

On July 1 4, 200 1 , Bayoil responded to the Oil Overseers’ request, stating it was “perplexed” 
by their request for information, but “exclusively as amatter of courtesy” would nonetheless provide 
information “in the spirit of cooperation.” For the eight Bayoil cargoes of Iraqi oil loaded from Mina 
al-Bakr between January 20, 2001 and March 22, 2001, Bayoil provided the vessel name, quantity 
of oil loaded, bill of lading date, destination, and whether the oil had been routed through the 
SUMED or around the Cape of Good Hope.'** With respect to the Hellespont Paradise cargo with 
a bill of lading dated February 25, 2001, Bayoil stated the vessel carried 2,103,164 barrels of oil and 
its final destination was North America. Bayoil did not provide any supporting documentation. 


On August 20, 2001, “S. Issakov” of Rosnefteimpex sent a fax to “Mr. A. Kramer,” one of 
the U.N. Oil Overseers, stating the following: 

“[I]t is our understanding that your Office maintains concerns over final destination of 
vessel ‘Hellespont Paradise’, [Bill of Lading] 25.02.01. 

According to our information the final delivery of Basrah Light corresponding to the shipment from 
‘Hellespont Paradise’ was delivered April 2, 2001 to ‘Valero’ (USA) from lighter of the ‘Rich 
Dachef, lightered from ‘Astro Gama’ routed via Suez. 

We are providing this in formation as a courtesy to your office, despite our previous correspondence 
in this respect. 

We hope this clarification of delivery vessels for the above mentioned shipment should finalize this 
matter. 

Best regards, 

S. Issakov”^® 

This fax from Rosnefteimpex correctly states that the Hellespont Paradise loaded oil from 
Iraq on February 25, 2001.^° The fax added that the oil was transported “via Suez” to the vessel 
Astro Gamma and then delivered to “Valero (USA).” Valero Energy Corporation is an American 
company that operates a number of refineries in the United States, most of which are located in the 
Gulf Coast region.^’ 


Interview with U.N. personnel (8/9/05). 


Memorandum dated July 14, 2001, from David Chalmers of Bayoil to U.N. Oil Overseers, Bates 
BAYOILUSAOI5393 (Exhibit 3); see also Minority Staff Report at 58-62. 

Fax dated August 20, 200 1 , from “S. Issakov,” Rosneftein^ex, to “Mr. A. Kramer,” U.N. Oil Overseer, Bates 
BAYOILUSA014004 (Exhibit 15). The Subcommittee believes that“S. Issakov” refers to Sergey Issakov, a Russian 
citizen who received a number of oil allocations issued by Iraq to Rosnefteimpex. See, e.g., “Report on Oil Allocations 
Granted to the Russian Presidential Council,” Exhibits RPC FN 66, 87. 

The SOMOBiliofLadmg,BatesBAY18-01033,SOMOCertificateofOrigin, Bates BAYi8-01034, SOMO 
Commercial Invoice, Bates BAY 1 8-0 1 032, and various Bayoil records all reflect February 25, 200 1 as the Bill of Lading 
date for the Hellespont Paradise. See Exhibit 13. 

The Rosnefteimpex fax provides the additional detail that the oil was delivered to Valero on April 2, 2001 , 
from the Astro Gamma via the lighter vessel named die Rich Dachef [sic]. Lightering is a common practice in the oil 
industry in which oil is transferred from a larger vessel to one or more smaller vessels when the larger vessel is unable 
to navigate in shallow waters or dock at a port facility. 
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Shipping records obtained by the Subcommittee, however, provide conclusive evidence that 
the Astro Gamma never loaded any oil from the Hellespont Paradise. The Subcommittee obtained 
the records of the voyage instructions for the Astro Gamma from Lone Star R.S. Platou, Inc., the 
shipbroker that chartered the Astro Gamma for Bayoil. These shipping records show that the Astro 
Gamma loaded Iraqi oil at the Mediterranean port of Sidi Kerir on February 12, and sailed on 
February 13, 2001. Bayoil records reflect similar information, namely that the Gamma loaded 

1.8 million barrels of oil at Sidi Kerir on February 13, 2001,^^ In contrast, the Hellespont Paradise 
loaded oil from the Iraqi port of Mina al-Bakr on February 25, 2001 . Hence, the actual shipping 
records of the Astro Gamma indicate the Astro Gamma was filled with 1 .8 million barrels of oil and 
left port in the Mediterranean nearly two weeks before the Hellespont Paradise loaded oil from Iraq. 


After departing Sidi Kerir, the>45'/TO Gamma sailed directly to Gibraltar, where it took on 
bunker oil for its transatlantic voyage. From Gibraltar, the Astro Gamma sailed directly to the U.S. 
Gulf Coast, where it arrived on March 1 7, 2001 . By the time the Hellespont Paradise arrived at the 
SUMED pipeline on or about March 7, ihe Astro Gamma was in the Atlantic Ocean, on its way to 
the Gulf of Mexico. Hence, the Astro Gamma could not have loaded any oil from the Hellespont 
Paradise.^^ 

Table 3 summarizes the information contained in the contemporaneous records of the Astro 
Gamma’s voyage to the United States. 


Table 3 

Shipping Records on the Voyage of the Astro Gamma 
February - April 2001 


Date 

Event 

2/12/01 

Bayoil took delivery o[ Astro Gamma from Owner at Sidi Kerir 
Terminal #6, and vessel commenced loading 1,847,551.73 net 
barrels Basrah Light crude oil. 

2/13/01 

Vessel sailed from Sidi Kerir enroute to Gibraltar for bunkers. 

2/20/01 

Vessel arrived at Gibraltar and took on bunkers. 

2/22/01 

Vessel sailed from Gibraltar for North America. 

3/17/01 

Vessel arrived South Sabine lighter area in the US Gulf of Mexico, 

3/22/01 

Vessel commenced lightering - 550,000 barrels to the EAGLE 
ATLANTA that discharged them to Preracor Neaderland. 

3/24/01 

Vessel commenced lightering - 94,000 barrels to the GENMAR 
BOSS that discharged them to Diamond Shamrock. 

3/30/01 

Vessel commenced lightering - 550,000 barrels to the EAGLE 
CORONA that discharged them to Premcor Neaderland. 

3/31/01 

Vessel commenced lightering ~ 129,000 barrels to the GENMAR 
ALEXANDER that discharged them at Corpus Christi. 

4/01/01 

Vessel commenced lightering ~ 525,000 barrels to the RICH 
DUCHESS that discharged them to Valero in 'fexas City. 


Source: Table prepared by Minority Staff, Senate Permanent Subcommittee on Investigations. Records 
provided to the Subcommittee by Lone Star R.S. Platou, Inc., a shipbroker contracted by Bayoil to charter 
the Astro Gamma in February 2001. 


See Exhibit 14. 

Exhibit 1 6 contains a sample of these shipping records. 
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The Minority Staff has been unable to find credible evidence that the oil aboard the 
Hellespont Paradise was ever delivered to North America. Accordingly, Minority Staff has 
concluded that the information Bayoil provi<fed to the U.N. Oil Overseers regarding the final 
destination of the oil exported from Iraq onihQ Hellespont Paradise was materially false. Similarly, 
the Minority Staff has concluded the information provided by Rosnefteimpex to the United Nations 
about the Astro Gamma's role in picking up oil from file Hellespont Paradise was materially false. 

b. The False Information Provided by Bayoil and Rosnefteimpex 
Misled the United Nations. 

On November 28, 2001, the U.N. Oil Overseers sent a letter to Bayoil, reiterating their 
request for specific information and documentation related to the shipment of oil loaded on the 
Hellespont Paradise on February 25, 2001.^** The U.N. Oil Overseers wrote: 

“Further to various correspondence and telephone conversations since the beginning of June 200 1 
we still require some important pieces of information with respect to the oil shipped on the 
abovementioned two vessels. 

For your convenience we restate the information we require. 

l)The crude oil on the MT Hellespont Paradise (B/Ldate25 February 2001); Apart from some 
40,000 tonnes this oil this [sic] was apparently shipped via Sumed and on the MT Astro Gamma to 
the USA/Caribs. We are still looking for the relevant logistical information (names(s) of the 
vessel(s), loading date(s) and discharge port(s) with respect to the shipment of the remaining volume 
(approx. 40,000 tonnes) from Sidi Kerir to the USA/Caribs. . . . 

As nearly six months have now passed since we first requested this information, we would like 
to advise that, in absence of a prompt response, we have to inform the United Nations Sanctions 
Committee of this situation. 

Best Regards 

cc; Italtech 

Rosnefteimpex” 

This letter shows that the United Nations had been misled by the Rosnefteimpex fax, in that 
the U.N. letter repeats the inaccurate information that most of the oil on the Hellespont Paradise had 
been carried to the United States by Astro Gamma The U.N. letter conveys this misinformation 
to Bayoil. The Subcommittee also located in BayoiFs files a copy of the August 2001 fax sent by 
Rosnefteimpex to the United Nations containing this misinformation. The presence of this fax in 
BayoiFs files suggests that Bayoil was fully aware of the source of the misinformation provided to 
the United Nations. It is unknown whether Rosnefteimpex had consulted with Bayoil prior to 
sending the inaccurate fax to the United Nations or simply sent the fax to Bayoil after sending it to 
the United Nations. 

Although Rosnefteimpex obtained the oil in question from Iraq, sold it to Bayoil, and 
communicated directly with the United Nations about its disposition, it was Bayoil that actually 
chartered the Hellespont Paradise and Astro Gamma, transported the oil, and later sold the oil to 
third parties. These actions mean Bayoil had first hand knowledge of the true facts involving these 


See Exhibit 5. 

” In an interview on August 10, 2005, a fonner U.N. Oil Overseer confirmed that the Oil Overseers had 
received the Rosnefteimpex fax dated August 20, 2(K)1, and relied on the information about the Astro Gamma in the 
Rosnefteimpex fax for the information included in the Overseers’ November 28, 2001 letter, The former Overseer 
indicated that the Overseers nonetheless persisted in trying to verify the information with documentation. 

The prior Minority Staff Report found that, on occasion, Bayoil drafted documents for the companies from 
which it purchased Iraqi oil, including Rosnefteiirpex, and asked these companies to send the supplied correspondence 
over their own signatures, See, e.g„ Minority StaffReportat34, footnotes 105-106. The MinorityStaffhas been unable 
to determine whether Bayoil authored the initial draft of this fax or contributed to its wording prior to its transmittal by 
Rosnefteimpex to the United Nations. 
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oii shipments. At no time, however, did Bayoil inform the United Nations that the November 2001 
letter contained inaccurate information about the Hellespont Paradise and Astro Gamma, despite 
ample opportunity and despite knowing the importance placed by the United Nations on this 
information. By failing to correct the inaccurate information in the letter, Bayoil contributed to the 
Rosnefleimpex fax that misled the United Nations. 

c. Bayoil Appears to have Diverted at least 4 Million Barrels of 
Iraqi Oil to Unapproved Destinations. 

Upon obtaining evidence establishing that the Astro Gamma did not obtain its oil from the 
Hellespont Paradise, the Minority Staff sought to answer two resulting questions regarding those 
shipments: (1) what was the origin ofthe oil drat the Astro Gamma delivered to the United States; 
and (2) what was the disposition of the Iraqi oil loaded onto the Hellespont Paradise on February 
25, 2001? 

Based upon an examination of Bayoil’s shipping and financial records for all shipments of 
Iraqi oil during the months of January, February, and March 2001, an examination of purchase 
records supplied by a U.S. company that purchased some of the oil from one of these shipments, and 
an analysis of market conditions at the time of these shipments, the Minority Staff has concluded the 
following: 

(1 ) The Iraqi oil loaded onto the Astro Gamma at Sidi Kerir appears to have been delivered 
to the SUMED pipeline by a vessel named the Golden Fountain, The Golden Fountain’ soil 
was destined to be sold in Europe, but Bayoil appears to have misdirected it to North 
America via the Astro Gamma. 

(2) The Iraqi oil delivered to the SUMED pipeline by the Hellespont Paradise, and which 
was destined for North America, appears to have been sold by Bayoil for delivery in Europe. 

The Minority Staff has also concluded, from examining Bayoil’s financial records and 
prevailing market conditions, that Bayoil generated at least $7.5 million in illicit trading gains from 
these transactions. By taking advantage of the price discount offered to purchasers of oil in North 
America to generate extra revenues by selling and delivering the oil in Europe, Bayoil also deprived 
the U.N. escrow account held for humanitarian purchases for the Iraqi people of the additional oil 
revenues that would have resulted if the oil had been priced higher on the basis of a European 
destination. The fact that Bayoil also delivered European-priced Iraqi oil to North America did not 
financially compensate the U.N. escrow account for this significant loss of funds for the Iraqi people. 
Moreover, as explained below, Bayoil may have even generated additional illicit revenues by selling 
European-priced oil in North America due to unusual price relationships between the North 
American and European oil markets that arose in late January and early February 2001. 

Iraqi Oil Destined for Europe But Delivered to North America. The Minority Staff has 
concluded that the source of the crude oil for the mid-February sailing of the Astro Gamma to North 
America was the Golden Fountain, an oil tanker chartered by Bayoil to carry a cargo of 2 million 
barrels of Iraqi oil that Bayoil had purchased from Italtech in late January. The United Nations had 
authorized Italtech to purchase and export this oil from Iraq under U.N. contract number M/09/07. 
According to Bayoil’s records, this cargo of oil was destined and priced for delivery in Europe,” 

On January 24, 2001 , the Golden Fountain finished loading about 2 million barrels of Iraqi 
oil at the Iraqi port of Mina al-Bakr, and immediately set sail for Ain Sukhna, the Red Sea entrance 
to the SUMED, arriving on February 5, 2001. Assuming a typical transit time through the SUMED 
of three to five days, this oil would have been available for re-loading at Sidi Kerir sometime 
between February 8 and ! 0, 200 1 . As indicated earlier, shipping records show that the Astro Gamma 
began loading at Sidi Kerir on February 12.® 


” See Exhibit 14. 
Sec Exhibit 15. 
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In examining Bayoil’s records, the Minority Staffhas been unable to find any other Bayoil 
cargoes discharged into the SUMED during this period that could have been the source of the oil 
loaded onto the Astro Gamma. Bayoil’s records account for the disposition, to either North 
American or European destinations, of all other Bayoil cargoes delivered to the SUMED during this 
period. Exhibit 22 displays this information in a flowchart format. 

Bayoil’s financial records provide additional evidence that the Golden Fountain was the 
source of oil on the Astro Gamma, in general, Bayoil designated each of its shipments of oil from 
Iraq by the common symbol “V” followed by a 5-digit number. In instances where a cargo of Iraqi 
oil was transferred from one vessel onto another vessel, Bayoil used the same 5-digit number to track 
the voyage of the subsequent vessel. In the case of the Golden Fountain and the Astro Gamma, 
Bayoil used the same designation, “V-50128,” for both shipments, indicating that both ships carried 
the same cargo of Iraqi oil. 

Iraqi Oil Destined for North America But Delivered to Europe. Bayoil’s spreadsheets 
tracking its shipments of Iraqi oil are uncharacteristically blank with respect to the 2 million barrels 
of Iraqi oil that were loaded aboard Xht Hellespont Paradise at Mina al-Bakr on February 25, 200 1 
The Hellespont Paradise delivered this oil to the SUMED pipeline, and the oil arrived at Sidi Kerir, 
the northern terminus of the pipeline, on or around March 7, 2001 . The Bayoil spreadsheets do not 
identify the final purchaser or destination for that oil. 

Bayoil records do indicate, however, that on March 13 and 23, 2001, Bayoil sold two cargoes 
of Iraqi oil at Sidi Kerir, totaling about 1.8 million barrels, to ExxonMobil.™ hi this respect, Bayoil’s 
sales records are consistent with the purchase records provided by ExxonMobil for these two 
shipments."' In light ofthe typical three- to five-day transit time for oil to pass through the SUMED 
pipeline, the oil from the Hellespont Paradise would have been available for delivery just prior to 
the time Bayoil delivered the first of the two cargoes it sold to ExxonMobil at Sidi Kerir. 
Accordingly, it appears that the barrels of Iraqi oil aboard the Hellespont Paradise were diverted by 
Bayoil from its approved destination of North America and instead sold to ExxonMobil, which then 
delivered the oil to a refinery in Europe. As explained below, Bayoil reported “hedge gains” of 
nearly $800,000 from this shipment and may have generated substantial additional gains by selling 
oil discounted for North American delivery into the higher-priced European market. 

The Minority Staff has located two Bayoil documents which identify the Golden Fountain 
(rather than the Hellespont Paradise) as the source of the oil that was sold to ExxonMobil in mid- 
March.” The Minority Staffhas concluded it is highly unlikely, however, that these two documents 
are accurate. Market conditions in early 2001 would have made it extremely unprofitable to store 
the oil at the SUMED for the six weeks between the arrival ofthe Golden Fountain on February 5 
and mid-March, when the oil at issue was sold to ExxonMobil. 

Throughout February 2001, both the London and New York crude oil markets were in 
backwardation, meaning that current prices for oil were higher than prices on the futures market to 
sell the oil for delivery in a subsequent month. Normally, in a backwardated market, sellers sell as 


“ See Exhibit 14. 

“ Id 

The documents Bayoil provided ExxonMobil in connection with these oil sales did not identify the date on 
which the oil was originally lifted from Iraq, or the ship from which the oil was loaded. The U.N.-approved contract 
provided by Bayoil to ExxonMobil identifies Italtech as the original purchaser under contract M/09/07. The 
documentation provided by Bayoil to ExxonMobil did not identify any destination restrictions. After purchasing the oil 
from Bayoil, ExxonMobil took the oil to a refinery in Sicily. 

The entry lot Golden Fountain shipment “V-50 1 28" in Bayoil’s spreadsheet tracking the disposition of each 
of its shipments of Iraqi oil shipment states that 964,154 barrels from the Golden Fountain were sold to ExxonMobil 
at Sidi Kerir on March 1 3-1 4, and another 868,334 barrels were sold to ExxonMobil at Sidi Kerir on March 23-24. See 
Exhibit 14. A Bayoil document entitled “Transaction Detail by Account” also identifies ExxonMobil as the purchaser 
of the cargo from the Golden Fountain. (Exhibit 17). 
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much of their oil as possible in the spot market or near-term futures market to take advantage of the 
higher near-term prices. From a market perspective, then, it would have made little sense for Bayoil 
to store the 2 million barrels of oil from the Golden Fountain at Sidi Kerir for nearly six weeks, from 
early February until mid-March. Not only would the oil have lost value, but Bayoil would have had 
to pay substantial storage costs, on the order of hundreds of thousands of dollars, as this asset 
declined in value. A more logical course would have been for Bayoil to immediately sell and 
deliver the cargo from the Golden Fountain. Indeed, the Minority Staff believes Bayoil engaged in 
this more logical course of action, transferring the oil from the Golden Fountain onto the Astro 
Gamma without delay, and then directing the Astro Gamma to set sail for North America. 

The Minority Staff therefore concludes that the cargo from the Golden Fountain was 
delivered to North America, and that the Hellespont Paradise was indeed the source of the oil that 
Bayoil sold to ExxonMobil in mid-March and which ExxonMobil then disposed of in Europe. 

Table 4 reflects the Minority Staff’s conclusions regarding the actual disposition of the oil 
cargoes that originated in Iraq aboard the Golden Fountain and Hellespont ParadiseP 


Table 4 

Oil Shipments on the Golden Fountain and i\ie Hellespont Paradise 
January - March 2001 


Vessel 

Loading Date 
Mina al-Bakr 

Barrels 

Loaded 

Approved 

Destination 

SUMED 

Arrival Date 

Actual Destination 

Golden 

Fountain 

i/24/Oi 

2.007,767 

Europe 

2/5/01 

1,847,552 barrels 
delivered to US Gulf 
Coast via Astro Gamma 

Hellespont 

Paradise 

2/25/01 

2,103,164 

N. America 

3/7/01 

1,850,488 barrels 
delivered to Europe via 
sale to ExxonMobil 


Source: Table prepared by Minority Staff. Senate Permanent Subcommittee on Investigations. 

Bayoil shipping and financial records; Lone Star R.S. Plalou voyage records for the Astro Gamma: 

ExxonMobil oil purchase records. 

Bayoil’s general ledger provides additional support for these conclusions. For each shipment 
of Iraqi oil, Bayoil kept records of the expenses and revenues associated with that shipment in a 
document it called the “General Ledger” for that shipment. Bayoil maintained a single general 
ledger entry for all such financial information for the three oil shipments on the Golden Fountain, 


Bayoil’s document entitled “Transaction Detail by Account,” which appears to identify and account for all 
expenses and receipts for each Bayoil shipment, lists a payroent of $36,702.53 to the SUMED for storage costs for the 
Golden Fountain. See Exhibit 17. Storage coste at Sidi Kerir are 15 cents per barrel for crude oil stored 14 days or less; 
23 cents per barrel on oil stored for more than 1 4 days (up to 30 days); and, for any period exceeding 30 days, a proration 
based on 23 cents per barrel per month. “Terms and Conditions of Storage Service of Sidi Kerir Discharged Crude Oil.” 
(Exhibit 18). To store 1.85 million barrels of oil at Sidi Kerir from mid-February to mid-March, therefore, would have 
cost Bayoil approximately $425 ,000 in storage costs alone. The Minority Staff was unable to locale any storage expenses 
of such a magnitude in Bayoil’s ledgers. 

The ledger entry of $36,702, which Bayoil paid to SUMED for “storage costs” at Sidi Kerir, represents the 
amount it would have cost to store approximately 160,000 barrels of crude oil at Sidi Kerir for between 14 and 30 days 
- the exact difference belw'een the amount of oil originally carried by the Golden Fountain and the amount taken by the 
Astro Gamma to North America. Of the 2,007,767 barrels of Iraqi oil the Golden Fountain transported from Iraq, the 
Astro Gamma delivered 1,847,552 barrels to North America, leaving 160,215 barrels unaccounted for. These 160,215 
barrels were apparently stored at Sidi Kerir for 14 to 30 days; what happened to them after that remains unclear. 

T able 4 also reflects the discrepancy between the an«3unts of oil originally loaded from Iraq and the amounts 
of oil ultimately delivered in the United States and Europe. In addition to the “missing” 1 60,2 1 5 barrels from the Golden 
Fountain, of the 2, 103, 164 barrels the lifted from Iraq, 1,850,488 barrels were sold to ExxonMobil 

in Europe, leaving 252,676 barrels unaccounted for. The Minority Staff has been unable to determine where these 
4 1 2,89 1 barrels from these two ships were delivered but it is possible this oil was sold for additional profit in unapproved 
markets. 
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Astro Gamma, and Hellespont Paradise.’'^ The commingling of the financial information for these 
three shipments indicates that the three shipments were related. If, indeed, the oil aboard the Golden 
Fountain had been delivered to Europe, and, independently, the oil aboard the Hellespont Paradise 
had been delivered to North America, as required by the relevant U.N. contracts, there would have 
been no reason to combine such distinct shipments in the same general ledger entry. On the other 
hand, if the cargo from the Golden Fountain that should have been sold in Europe was delivered 
instead by the Astro Gamma to North America, and the cargo that should have been delivered to 
North America by the Hellespont Paradise was instead sold in Europe to make up for the redirected 
cargo from the Golden Fountain, it makes sense that Bayoil combined the financial records for all 
three shipments in the same general ledger entry. 

d. Bayoil’s Delivery of Iraqi Oil to Unapproved Destinations Violated OFF 
Requirements and U.S. Regulations Restricting Trade with Iraq. 

OF AC regulations in effect during the OFF program authorized U.S. persons to trade or 
import Iraqi oil from a third-party only when and if that third-party had specific approval from the 
United Nations to export that oil from Iraq. These regulations meant that a U.S. person was not 
authorized to import into the United States - or even purchase for resale outside the United States 
- Iraqi oil from a third party who lacked U.N. approval to sell the oil. The key OF AC regulation 
stated, in part, the following: 

§575.526 Dealings in and importation of certain Iraqi-origin petroleum and petroleum 
products authorized. 

(a) United States persons are authorized to deal in, and to import into the United States, Iraqi- 
origin petroleum and petroleum products, the purchase and exportation from Iraq of which 
have been authorized by the 661 Committee or its designee and, if otherwise required 
pursuant to this part, by the Office of Foreign Assets Control.'’'’ 

All U.N. contracts approving the sale of Iraqi oil under the OFF program specified that the 
oil had to be exported to the destination identified in the contract, since the price of the oil was 
partially determined by the specified destination. Oil exported to North America was priced lower 
than oil exported to Europe due to the added expense for North American purchasers of transporting 
the oil across the Atlantic Ocean and other market factors. Shipments of Iraqi oil to destinations not 
specified in the contract were not authorized by the United Nations, since selling discounted oil in 
higher-priced markets would deprive the U.N. escrow account of the added revenue that otherwise 
would have been generated by the sale if the oil had been priced according to the actual destination. 


Since destination-switching was not allowed under the U.N.-approved contracts, U.S. persons 
were not authorized to buy, trade, or import oil transported to an unspecified and unapproved 
destination. Accordingly, to the extent that Bayoil transported Iraqi oil to a destination other than 
the destination specified in the relevant U.N.-approved contract, Bayoil would have violated not only 
U.N. program requirements, but also OF AC regulations. 

e. Bayoil Appears to Have Generated at Least S7.S Million in Illicit Revenue by 
Delivering 4 Million Barrels of Iraqi Oil to Unapproved Destinations. This Illicit 
Revenue Provided Bayoil with a Source of Funds to Pay Higher Fees to Companies 
Paying Illegal Surcharges to Iraq. 

Bayoil records indicate that it generated revenues totaling nearly $7.5 million by purchasing 
and selling futures contracts related to the redirected delivery of the cargoes aboard the Golden 
Fountain and Hellespont Paradise. In addition to these trading gains, due to the substantial price 
difference between Iraqi oil priced for sale in North America versus Europe and market conditions 


" See Exhibit 19. 

“ 31 C.F.R. §575.526(2003). 
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at the time of the shipments, Bayoil could have generated additional illicit revenues on the order of 
several millions of dollars by selling the oil in unapproved markets. 

Trading Gains, Bayoil’s "General Ledger” entry for the Golden Fountain and_HeUespont 
Paradise oil shipments indicates that in e^ly February 2001 - a few days prior to the loading of the 
Astro Gamma ~ Bayoil began to engage in a large number of transactions in the futures markets.^’ 
With respect to the oil on the Golden Fountain^ Bayoil’s ledger lists a "Hedge Gain” of 
$6,689,067.12. For the oil on the Hellespont Paradise^ Bayoil’s ledger shows a "Hedge Gain” of 
$781,330. In aggregate, these trading revenues exceed S7.47 million (see Table 5). 


Tables 

Trading Gains from Shipments with Changed Destinations 
February - March 2001 


Vessel 

Destination in UN 
Contract 

Final Destination of Oii 

Trading Gains 

Golden 

Fountain 

Europe 

US Gulf Coast 
(via Astro Gamma) 

$6,689,067 

Hellespont 

Paradise 

N. America 

Europe 

(sold 3/13/01 and 3/23/01) 

$781,330 

Total Trading Gains 

$7,470397 


Source: Table prepared by Minority Staff. Senate Permanent Subcommittee on 
Investigations. Information taken from Bayoil “General Ledger" for shipment 
Ven. No. ¥-50128. 

Additional Sales Gains. In addition to the trading gains recorded on Bayoil’s genera! ledger 
from trades on the futures markets, because oil destined for North America was sold at amuch lower 
price than oil priced for sale in Europe - as much as $4 to $4.50 per barrel less during the relevant 
period of the OFF program - the sale of a cargo priced for North America in Europe could have 
produced substantial gains arising from this price differential. A cargo containing 2 million barrels 
of oil, for example, could have produced sales gains on the order of several millions of dollars.^** 

Because Bayoil has refused to answer questions posed by the Subcommittee about the oil 
shipments at issue in this Report, the Minority Staff has been unable to form a complete picture of 
Bayoil finances related to these shipments. The trading gains cited in Table 5 likely do not reflect 
the full extent of Bayoil’s illicit revenues arising from the switching of destinations for the suspect 
shipments. The switching of these destinations could have earned Bayoil additional millions of 
dollars in illicit revenues. 


The ledger shows multiple payments to a commodities broker named “Carr Futures”; it does not describe 
the particular types of financial instruments Bayoil purchased or sold. See Exhibit 19. 

It is also possible that Bayoil profiled from redirecting the Golden Fountain's cargo from Europe to North 
America. In early February 200 1 , when Bayoil appeare to have transferred oil from the Golden Fountain to the Astro 
Gamma for resale in North America, the price curves for Brent crude oil (the reference price for crude oil delivered in 
Europe) and West Texas Intermediate (WTI) crude oil (the reference price for crude oil delivered to North America) 
indicate that it could have been more profitable for a trader to sell oil for delivery to North America in March rather than 
deliver the oil to Europe in February. At that lime, the price of crude oil for delivery to North America in March was 
higher than the price of crude oil for delivery to Europe in February. On February 7, 2001, for example, the price of WTI 
for delivery into the United States in March was $3 1 .27 per barrel, while the spot price for Brent crude oil for immediate 
delivery in Europe was $29.10 per barrel, Even taking transatlantic shipping costs into account, this significant price 
differential would have provided a price incentive for Bayoil to redirect the oil on the Golden Fountain for delivery to 
the United States in March, rather than immediate delivery to Europe in February. 

The Bayoil document entitled “Transaction Detail by Account” suggests that, despite its trading gains and 
possible sales gains, Bayoil’s net costs may have exceeded its net revenues for these shipments. See Exhibit 1 7. The 
document identifies $89,028, 154 in costs for crude purchases for the Golden Fountain and the Hellespont Paradise, and 
$86,038,890.86 in revenue from gross crude oil sales from those shipments. About $2 million of BayoiTs costs involved 
the payment by Bayoil of substantial “fees” or “commissions” to I^ltech and Rostneftcimpex which, in turn, apparently 
used the funds to finance their payment of illegal surcharges to the Iraqi Government, as explained in Section III.A. 
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Such illicit gains arose largely from Bayoil’s taking advantage of price differentials for Iraqi 
oil in various markets and its apparent willingness to sell Iraqi oil in unapproved markets, in 
contravention of the U.N. contracts and OFF program requirements. These gains appear to have 
enriched Bayoil, its initial contracting partners, and the Hussein regime at the expense of the Iraqi 
oil revenues held in escrow by the United Natioi^ for the humanitarian needs of the Iraqi people. 

When, around the same time as the Bayoil inquiry in 2001 , the United Nations uncovered a 
similar incident involving a Swiss oil trading company, Glencore International, AG, Glencore was 
not allowed to keep any illicit gains. Instead, the United Nations required Glencore to reimburse the 
U.N. OFF escrow account for the full amount of illicit profits it was found to have obtained as a 
result of delivering to Europe a cargo of Iraqi oil priced for delivery to North America - or else be 
prohibited from obtaining any further OFF oil contracts. When confronted with the information 
obtained by the U.N. Oil Overseers and the 66 1 Committee that Glencore had illegally diverted Iraqi 
oil to a European destination, the Swiss Government reported; 

“In the course of executing contract M/09/44 approved on 2 February 2001 under the ‘oil- 
for-food’ programme, the company discharged a shipment of 1 million barrels of Iraqi crude 
oil from the vessel “Front Maple” in Croatia, whereas the commercial documents, 
particularly the letter of credit, drawn up by the company for calculating the purchase price 
of the crude oil gave the destination as the United States. Since the company had paid the 
purchase price for Iraqi crude oil destined for the United States market, in other words, some 
$US 3 million less than the price of crude oil destined for the European market, it unlawfully 
enriched itself by this amount.”™ 

Glencore asserted its innocence, but nevertheless paid the $3 million into the U.N. escrow account 
- the amount by which the company was found to have “unlawfully enriched itself’ by switching 
destinations.^' 

In sum, Bayoil appears to have generated a minimum of $7.5 million in illicit revenues from 
misdirecting two cargoes of Iraqi oil in the first quarter of 2001 . These illicit revenues provided 
Bayoil with a source of funds to pay several millions of dollars of additional fees for Iraqi oil to 
Rosnefteimpex, Italtech and two other companies that owed Iraq over $7 million in illegal surcharges 
in the first quarter of 2001 . 


above. In addition, in late January 200 ! , Bayoil apparently agreed to tie the price it would pay for the Golden Fountain's 
oii to market prices at a particular point in time - early February 200 1 - when the price of crude oil happened to spike 
upwards by a few dollars per barrel. Within a few days after Bayoil paid for the cargo, the price of crude oil abruptly 
fell by a few dollars per barrel. It appears, therefore, that the value of the Golden Fountain's cargo may have fallen by 
as much as $2 to $3 per barrel immediately after Bayoil took possession of the oil, which would amount to a loss for 
Bayoil of between S4 million and S6 million for the entire cargo. If indeed, Bayoil were faced with the possibility of 
these substantial losses due to an adverse market, this factor would have provided still another powerful incentive for 
Bayoil to find creative ways to generate revenues from these cargoes and minimize its losses. Whether Bayoil ultimately 
obtained a net profit or net loss from these particular shipments remains unclear. In either event, however, the facts 
suggest that its misdirection of oil cargoes to unapproved markets enabled Bayoil to generate additional, illicit revenues 
at the expense of the funds lield in the U.N. escrow accoutU for the humanitarian needs of the Iraqi people. 

State Secretariat for Economic Affairs, “Report of investigation. Irregularity in the course of an oii 
transaction under the ‘oil-for-food’ programme involving Glencore International AG, Baar, Switzerland.” (October 8 
2001). (Exlubit20). 

^ ' Iraqi records obtained after the OFF program ended state that Glencore also paid over $3 million in illegal 
surcharges for the 12 million barrels of oil it had purchased from Iraq under U.N. Contract No. M/09/44. SOMO 
Surchar 2 e Document (relevant excerpt is Exhibit 21), 


22 



420 


3. The U.S. Failure to Investigate or Help the United Nations to Investigate Suspect 
Bayoil Shipments Involving Several Million Barrels of Iraqi Oil Impaired Oversight 
of the OFF Program and Efforts to Deter the Payment of Illegal Surcharges. 

4. The Failure of the U.N. Office of Iraq Programme to Notify the U.N. 661 Committee 
of Bayoil’s Failure to Provide Requested Documentation on Suspect Shipments 
involving Several Million Barrels of Iraqi Oil Impaired Oversight of the OFF 
Program and Efforts to Deter the Payment of Illegal Surcharges. 

As detailed in the prior Minority Staff Report, U.S. Government agencies, particularly 
OFAC, failed to provide the assistance requested by U.N. personnel to obtain information from 
Bayoil regarding suspect shipments of Iraqi oil. Since that Report was issued, additional information 
has emerged indicating that the U.N. Office of Iraq Programme (OIP), headed by Benon Sevan, also 
failed to notify the U.N. 661 Committeeofthe suspect Bayoil shipments and ask the 661 Committee 
to require Bayoil to provide the requested information. Both of these failures impaired effective 
oversight of the OFF program and the efforts to deter the payment of illegal surcharges. 

By 2001, the U.N. Oil Overseers had identified a number of Bayoil shipments raising 
concerns, due to the possibility that the transshipments used by Bayoil provided a potential source 
of funds for the payment of illegal surcharges to Iraq. As this Report demonstrates, the information 
the U.N. Oil Overseers unsuccessfully sought to obtain about the Bayoil shipments was significant 
and would have provided important information concerning: ( 1 ) the actual disposition of at least 4 
million barrels of Iraqi oil; (2) Bayoil’s compliance ornoncompliance with OFF and OFAC contract 
requirements; and (3) Bayoil’s methods for generating sufficient revenues to pay substantial fees 
and commissions to the non-U.S. companies paying illegal surcharges to the Government of Iraq. 

The potential for companies to use transshipments through the SUMED pipeline for 
destination-switching and illicit revenues was a significant concern within the United Nations during 
the surcharge period. The U.N. Oil Overseers asked a number of companies about suspected 
SUMED transshipments and, soon after learning about the practice and the difficulty of determining 
the final destination of transshipped oil, prohibited the practice altogether,’^ 

At the same time as the Overseers were seeking information about suspected transshipments 
from Bayoil, the U.N. Oil Overseers were also following up on information they had received that 
Glencore had switched destinations on one of its shipments. Perhaps because they had irrefutable 
documentary evidence, the Oil Overseers succeeded in bringing the Glencore matter to the attention 
of the U.N. 661 Committee. During the 661 Committee’s discussion of the matter, the U.S. 
representative to the Committee spoke in favor of formally asking Switzerland to conduct an 
investigation into Glencore’s activities, conditioning further approvals of Glencore contracts upon 
repayment of any illicit profits to the U.N.’s OFF escrow account for Iraq, and warning Glencore that 
further irregularities would lead the 661 Committee to bar Glencore from future OFF contracts. In 
this instance, the 661 Committee voted unanimously to request Switzerland to investigate the 
allegations; following the Swiss investigation Glencore reimbursed the U.N. escrow account for the 
$3 million in unlawful enrichment Glencore had obtained. 

In contrast to the Glencore case, the U.N. Oil Overseers were unable to initiate an in-depth 
inquiry into Bayoil’s activities, Bayoil refused to provide requested documentation about the suspect 
shipments, the Office of Iraq Programme refused to bring the Overseers’ concerns to the attention 
of the 661 Committee, and the Overseers’ two requests to the United States for assistance in 
obtaining this information from Bayoil produced no result. In 2002, the U.N. Oil Overseers sent a 
memorandum to the Director of the Office of Iraq Programme, Benon Sevan, asking to bring the 
Bayoil shipments to the formal attention of the U.N. 661 Committee, as the Overseers had done with 
respect to Glencore. Mr. Sevan did not approve this request, however, apparently without providing 


Subcommittee interviews of former U.N. Oil Overseer (5/5/05 and 8/1 0/05). 
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any explanation for his decision. The result was that the Bayoil matter was never formally presented 
to the 661 Committee.’^ 

Based upon the 66 1 Committee’s response to the information provided by the Oil Overseers 
about Giencore and other potential violators of the OFF program requirements, it is likely that, had 
the Bayoil matter been presented to it, the 661 Committee would have requested the United States 
to investigate and formally report back to the 66 1 Committee on the suspect shipments. Mr. Sevan’s 
failure to bring information about the suspect Bayoil shipments to the Committee’s attention 
impaired the United Nations’ oversight of the OFF program and its ability to deter the payment of 
illegal surcharges to Iraq. 

Moreover, had the United States provided the assistance requested by the U.N. Oil Overseers, 
had it been asked to conduct an investigation by the 661 Committee, or had it initiated its own 
inquiry into the suspect Bayoil shipments, U.S. authorities might have determined that Bayoil had 
generated millions of dollars in illicit revenue by redirecting shipments to unapproved destinations. 
The United States might also have determined that this illicit revenue provided the money Bayoil 
used to pay higher per-barrel fees or commissions being demanded by non-U.S. companies paying 
illegal surcharges to Iraq. Furthermore, the United States might have learned of Bayoil’s preeminent 
role in importing into the United States 200 million barrels of Iraqi oil for which it financed at least 
$37 million in illegal surcharges. 

The failure of the United States to investigate the suspect Bayoil shipments, or to help the 
United Nations investigate them, impaired effective oversight of the OFF program, was an 
abdication of U.S. responsibility to enforce U.S. sanctions on Iraq against U.S. companies, and 
resulted in a missed opportunity to detect the generation of millions of dollars in illicit revenues 
generated by traders in Iraqi oil. These illicit revenues provided a source of funds for financing the 
payment of millions of dollars in illegal surcharges to the Hussein regime and were obtained at the 
expense of the funds held in trust by the United Nations for the humanitarian needs of the Iraqi 
people. 




The information in this paragraph is based upon Subcommittee interviews with former U.N. personnel (8/9 
and 10/05). Also, in its Comprehensive Report, the IlC stated that “a significant body of evidence demonstrates that Mr. 
Sevan did not administer tlie Programme in a transparent manner and did not report sanctions violations to the 661 
Committee in a sufficient manner.” IIC Management Report, Vol. Ill, at 71. 
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BAYOU 


TO: 

FAX: 

FROM: 

DATE; 


Mr. Peter Kolby, Chainnan 
li.N. 661 Committee 


David B. Chalmers, Jr, 
June 25. 2001 


Dear Sirs: 


I = Redacted by the Permanent 
g„t,.-.,mmittee on Investigations 


1 am enclosing a copy of a letter sent to an affiliated company, addressed to myself, fitan 
die office of The OU Overseers, together with copies of letters seat to several oil contract 
holdeis. While the various companies may respond to the letters directly or through their 
respective U>1. Mission, I fiml con^ieUed to advise your office of our concerns regarding 
die motivations behind the sending of these letters. 

Specifically, our concerns center on the compelling evidence of a long standing prgudice 
toward myself and the company 1 am affiliattri «ddi. extended to the companies we have 
contracted for supply, by the itidividual U24. Overseers, Mr. Michel Tellings. In this 
connection. I would tike to summarize some key points supporting our concerns as 
follows: 

Firstly, Bayoil has fiora the be^nning of the Oil-for-Food" program provided the office 
of The Oil Overseers tegular well documented market infonnation in die spirit of 
assisting The Overseers to achieve their sole mandate of establishing monthly price 
mechanisms which are reflective of fiur market conditions. As such, since the start of the 
program undl late last year, there were seldom diffietences between Brail's maiket 
assessments applicable for each monddy price mechanism and the B™! agreed foimula 
between SOMO and the UJJ. Overseers. 

Beguming late last year, dieie has been conristent difierences between foir maiket 
formulas proposed by Ufiers, and foe fonnula which the office of foe Overseeis would 
accept fiom SOMO. Since most Ufieia, such as Bayoil, make such airangements in 
advance of e^h month, SOMO has endeavored to propose or submit prices consistent 
with niters current assessments, often leading to a gtfllwrmrff or outri^t rejection by foe 
Overseers. This development is widely known to be due to the hard line approach of Mr. 
TeUings, including a departure of methodologies used to establish monthly formulas prior 
to his appointment, which has led to widely reported fticdon between Mr. TeUings and 
SOMO, as well as most established lifters such as B^oil who tegulariy contested the 
price formula. ' 
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:.The prqudice ^lecifically directed toward Bayoil and myself personally, can be traced to 
our cone^^ndence to ^ Committee during previous months outlining the 
inconsistency tn.calculaBng &ir formula prices, aitd is further evidenced by Mr. Tellings 
refusal to have a telephone conversadoa or meeting on the subject whidi is, of course, 
outside the guidelines and completely ur^rofessioDal. 

The recent letter reqtxst for irdbnnatioa enclosed is further evidence of&p^sm of 
prejudice, vdiereby the documentation request is completely eut^de hfr. 
authority and mandate under the program. Funtetmore.thefiK!ttliatflieQrpeof 
documentadon reqimst has not pan of lustorical practice and not requested of atiy 

other lifter than ourselves. 

It should be further noted diat the requested documentation is specifically targeting the 
lightering of vessels through the Egyptian SUMED Pipeline and Canal, which is a 
historical shipping route, recently inteipreted by Mr. TeUings as outside the contract 
terms. 

This intetpretation has led to the current situation, wheieby. new documentation 
requirements for vessel owners under destination disallows such Suez tourings to final 
' di^ct, leading to a stoppage of all transit riuou^ the Suez Canal, It is not reasonable 
that such an occurrence was contemplated by the Committee, vritereby an individual 
overzealous Overseer has established the power to stop shipping through an established 
trade route due to a technical contract interpretation a^ bas^ on prejudice toward a 
specific shipper. 

Due to the above dicumstances we respectfully decline Mr. Tellings’ request for 
informarion outside rite authoriQ' of his ofBce, vdrile m»intaining our accountability to all 
our suppliers, including SOMO, mth respect to nteering contractual terms and conditions. 

it is with great regret that I fed compelled to address the above referenced concerns to 
your ofBce, as I have previously had great respect for the office of the Oil Overseers, 
who’s job is of great importance to rite success of the program. 

Sincerely, 


David B. Chalmers, Jr. 


Ends. 
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DRAFT 

.TO: United Nations Mission 

■■ Rnssian Fedmtion 

DATE: June 25, 2001 


REF: U.N. Overseers Letter Reference S/AC.25/2001/1330 Dated Jime 7, 2001 

We fed coiiq)dled to write to your ofSce to explain our concerns reprdiag the enclosed 
correspondence received fiom the ofiBce of fire Oil Overseers on June 7, 2001. 

After review of die endosed letter, and making fiirther enquiries with other Russian 
aUocatiaa holders as wdl as our reedvets of the shipments referred to, we fed compelled 
to outline our serious concams about fee office of the UJJ. Oil Overseers. 

Firstly, it should be noted that fee Russian U JJ. Oil Overseer has not signed fee endosed 
letter, whidi implies an absanoo of unanimous support for feis request , 

Secondly, according to our understanding of fee role of fee UiN. Oil Overseers under fee 
applicable resolutions, feat there exists no mandate or authority fer such type of 
iofermation. 

Thirdly, we have detmnined feat no other Russian oil lifter has lecdved such request fer 
information which, feerefere, gives us great concerns about fire &t and equitable 
dealings between various contract holders. 

Fourthly, fee request for infermation indirectly targets fee purported routing of shipments 
via fee Suez, instead of fee Cape fer fee applicable shipments which we understand 
certain Overseers to now retroacfivdy deem outside contractual or UJ4. guidelines, 
despite it bdng a long-standing indu^ shipping route;. 

In candusion, we are greatly concerned over fee apparent prejudice toward 
Rosnefidmpex and our recdveis in connection wife this inquiry, specLGcally by fee 
recently jppointed Mr. hfiohd Tdlings. This prejudice posably stems ftom our past 
objections to UJI. proposed price mechanisms, which in late 2000 resulted in 
correspondence to your office on this matter. 

Due to fee serious concerns outlined above, we are idoctant to provide any infentrafioa 
outside fee guiddines and limitations iq)plicable under this request to fee office of fee 
Overseers. Further, we h<qie sudi concerns raised, wherchy, fee Overseer Mr. TdUngs, 
can take such initiatives leading to apossiblerestraint of trade will be considered in Ms 
re-iqipointment to feat office. 

BAYOE.USA01539i 





426 


TO: UN OVERSEERS 

ATIN: 

FROM: David B. Qialmets, Jr. 

DATE: My 14. 2001 

REF: your letter dated Jane 7, 2001 


Dear Sir. 

I am quite peiple:red idmat die above referenced request for infoimation, as according to 
my understanding, it is not widiia the fiamework of the important responsibility your 
ofQce is entrusted vritb, ie. voicing fiiat montbly price formulas submitted £>r UJN. 
rqiptoval are reasonable in liglit of prevailing madret conditions. 

Additionally, I am concerned that request fiir infoimation of ftis type is not being made 
to all Conti^ Holders and instead, is primarily targeting suppliers of Bayoil only. 

Despite these concerns I have reviewed foe letters sent to foe various companies, which . 
^ears to center around obttuning infiumation vriiiifo can somehow confirm that foe 
various vessels listed have sailed via foe Sumed/Suez Canal instead of via Hie Cape. 

In fois connection, I would like to note foat newly adopted UJ^. required destioation 
declarations by vessel Mastos at loadport are intopreted by vessel owners as restiiciiiig 
transit via foe Suez to foe final destirmtion, despite bistorical practice by foe industry 
since foe program started. We understand your ofiSces* unwillingness to allow sudi 
flezibOity by Mastos results fiom an iqiparenriy new interpretafion of contractual terms 
}xohibituig transshipmenL As you ace aware, many industry participants in foe ptogr^ 
including Bayoil, have not considoed Suez transit as transriiipment. Accordingly, we 
crmsider foe recent interpretation as disputabla R seems to me foe current inflexi^ty to 
allow vessels either routing cordd be constituted as a restraint of trade vfoichhas led 
indirectly to a defocto blockade of Iraqi oil flow fiirou^ foe Suez. It is difficult to 
believe the UJJ. Members, and foe 661 Committee in particular, intended the new 
requirement for vessels to lead to such a consequence. 
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Eagel 

.Neverflidess, and esxdusivdy as a matter of courtesy, we are enclosing the infoimatioa 
'below in the spirit of cooperrtioa with you, while we reserve our position on whether 
such a request is warranted. 


VESSEL 

ODANTTTY 

B/LDATE 

LOADPORT 

DISTTNATATTON 

ROUTING 

TINA 

2371,092 

1/2D«)1 

ALBAKR 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADISE 

2,103,854 

1/23/01 

ALBAKR 

EUROPE 

SUMED 

HELESPONT 

CAPITOL 

1382,832 

500,000 


ALBAKR 

ALBAKR 

NORTH AMERICA 
NORTH AMERICA 

SUMED 

SUMED 

MAJESTIC 

UNITY 

2,027302 

2/14/01 

ALBAKR 

EUROPE 

SUMED 

OLYMPIA 

SPnUT 

2,607,148 

2/18A)l 

ALBAKR , 

NORTH AMERICA 

SUMED 

TINA 


2/19/01 

ALBAKR 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADISE 

2,103,164 

2/25/01 

ALBAKR 

NORTH AMERICA 

SUMED 

HELESPONT 

PARADBE 

2.073330 

3/22/01 

ALBAKR 

NORTH AMERICA 

THE CAPE 


The primary routing tinongh Sumed, per the above table, should explain the fiequency of 
some vessels calling back to the Fort of loading. 


Accordingly, the above referenced barrels have been dripped and perfirnned in 
accordance with tire U.N. approved contract conditions, including transshipment and 
destination according to standard industry practice. 


Sincerdy, 


David B. Chabners, Jr. 

For and on behalf of 

Bayoil Supply & Trading limited 
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August 17, 2001 


ONCLASSIFIED 

MEMORANDUM 


R. Richard Newcomb 
Director 

Office of Foreign Assets Control 
Department of the Treasury 

Bruce Williamson 
Acting Director 

Office of Economic Sanctions Policy 
Bay oil Licenses 

OFAC Licenses No. IQ-1457, IQ-1242, lQ-976, 
IQ-910, IQ-843 


We have learned that the United Nations Office of the 
Iraq Program has contacted the company Bay Oil seeking 
specific information about recent shipments of crude oil , 
under the “Oil-for-Food" program for Iraq, and that so far 
Bay Oil has not responded. 

OFAC has. granted Bay Oil at least five licenses for the 
purchase of Iraqi crude. The licenses stipulate that Bay 
Oil must conform to relevant UN Security Council resolutions 
as well as procedures and guidelines established to 
implement those resolutions. Accordingly, the State- 
Department requests that OFAC contact Bay Oil and urge that 
the company respond quickly and completely to the Office of' 
the Iraq Program's request for information. 


TO: 

FROM: 

SUBJECT: 

REFS: 
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11/23^01 ffED JS.*51 F.4l| 


CNmj nss 



= Redacted by the Permanent 
Subcommittee on Investigations 


®oai 



UNTHED NATIONS 



NATIONS UNIES 


SECUKCTY COI3NC3L COMMITTEE ESTABLISHED BY jRESOJLimON 6&1 (19S»0) 
CONCERNING THE SITOATION BETWEEN IRAQ AND KHWATT 


S/Aa25/2Q0I/Oir/I360 • 28Nov«Bber20Ql 


1 TO: BAYOIL SOTPLY & UlADING LTD. 

• NASSAU. BAHAMAS 

FROM: THE OIL CSVERSBERS UNDER 
/^SECURTTY COUNCIL 

FAX 

VAX 

ATTENTION; bfr. Dawd Qiahners 

REP.; OIL-FOR-FOOD ARRANGEMENT 

1 TOIALNUMBEROFTRANSMirTEDPAQESlNCUJDINGTHISPAGE! 1 


SUBJECT; Iraqi «nide oil on MT Heileopoot Paradise (B/L date 25 Febmazy 2QQI) 
and IMPC Ttna CB/L date 20 Jannaty 2001) 


Sir, 

Fuil^ier to vanons ccarespenideDce end ^eptmxs coovosalicaia since the bog^nnmg of Juie 20Q1 
wa sdE teq^iie some iznpoTtanl pieces oT infomadon wifii respea to the oil shipped on the 
aboyemantioned two ve ssels . 


Foryour eosvccdeace we restate the iofomtatloa we require 

1) The crude oQ on die MT Hdleqxmt Iodise (B/L date 25 Febxuaxy200I)i 
Apart dom some 40,000 toxme» dda oil ^9 was i^aready ablf^ped via Sumed and on the MT Astro 
QanuiiatodielXSAAlhonba. We are gO'H looiatag: for the lelavagt logistical infonngtion (naBae(s) of 
the vessdCs). loading date(«) and dlecbarge port(s) with respect to the Bhqmi^ of die remahnng 
VDlume (approx. 40,000 toaaes) fiom Sidi Kenr to the USA/Cazib&. 

:0 Thecradeoiloii-lheMTTina(B/L<ijrte20January200I). 

We sdUreqiuxe'BiexdevatxtlogiBdctdinBmnaSiOT Of the vessel(&), loading datc(s) and 

diachazse port(s) wi& respect to the shqsncsit of the total volume 320,000 teaman) irim 

Sidi Eertr to the US A/Car3». 



Aa zieaz^ six znon&s have Slow passed «xice we first requested this infonnatioxi, wc would IHce ' , 
to advh^ diat. m flbseace ofaproaytfegjansQ, watiMne m .S^nr-b ' op g ' 

Committee bf Oris atnadniu ' 


Best Regards 


cc: Saltooh 

RosnoyQidinpex 
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UNITED NATIONS 


NATIONS UNIES 

sEcratriY COUNCIL commutee established by resolution 66i asss) 

CONCERIONG THE SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC:^/2002/OII/1382 ' 10JaniiafY2002 


TO: BAYOIL (USA) INC 

909 TEXAS AVE.. SUITE 202 
HOUSTON. TX 77002 

FROM; THE OIL OVERSEERS UNDER 
/ SECURITY COUNCO- 
^ BES^N986(:9?|^ 

i FAXNoJi^HHi 


FAXNOJffllllllPV 

1 ATTEtmON: Mr. David B. CHAIMERS 

REF.: OIL-FOR-FOOD ARRANGEMENT 

TOTAL NUMBER OF TRANSMITIED PAGES INCLUDING THIS PAGE: 2 


Dear Sir, 


Reference : Shipment throngh SUMED pipeline and destinaflon compliance. 

We should like to refer to fee various communicafions, wWdh we have had with 
you concerning fire shipment of Iraqi oil on the MT “Tina” (bill of lading date 20 January 
2001) and on the MT "Hellespont Paradise’*(bill of lading date 25 Fehroary 2001). 

Our understanding on this issue is as follows. Both cargoes of oil were bpu^t by 
Bayou Supply and Tiadtng on a fine on board (Mina AlBakr) basis and that fiiiscdrcq)8ny 
was involved in the shipment of tins oil to its tdtimatc des&ations. The clause in the 
SOMO oil purchase conttaot (lottw of credit), which prohibits transshipment, was not 
adhtied to and fins oil was puntped via the SUMED pipeline into other vess^. 

Altiiough we have no reason to hrdieve feat any vioktion.of destinatian restrictions 
has taken place, you will appreciate fliat monitoring of tiiis is difficult in cases like this 
where the oil has been transshipped. 

Albeit tiiat some information has been provided, fins remmns inoomplete. In order 
to elrminate any doubt and to satisfy that no money has been witirheld fi:oin the UN-Iraq 
aoooimt, we urge you again to supply us with all ihe relevant information cm titis matter. 
Specifically, for tiw abovementioned vessels we require discharge dates and ^charge 
volumes. • 

Permanent Subcommittee on Investigations 

Bayoil Diversions Report 
EXHIBIT #6 


dl'.'iiVb"2""PETiB:33"¥XY 








431 


For all additional vessels used in dapping this oQ to its final destinations we 
require names of vessels, ports (or lightering locations) of discharge, dates of loading and 
discharge and volumes loaded and discharged. ' . 

As we have teen in cornmunication with you on this matter ainoe tiifi begiDning of 
June 2001, we would tgpnciate rcodpt of this irfotmation at your earliest convenience, 
tut not late than 25 January 2002. 

In event tiiat we do not receive information which eaahles tins matter to be 
condhided, we will feel duty bound to infonn the Executive Director of &e Iraq 
Programme for the purpose of briefing the 661 Sanctions Connnittee. 

Bestregards. 






cc: Mr. Benon Sevan, Executive Director - Office of the Iraq Programme 

Italtedh .-s’ < 

RosneSeitnpex' 


:y r 
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TO: 

ATTN: 


FAX: 

FROM: 

PATE: 


REF: 


UN OE, OVERSEERS 
Alexander Kiamar 


MididTeffings 
Mortal Bimr-Jensen 


„mmmm = Redacted by the Permanent 
I Subcommittee on Investigations 


Bayofl Simply & Trading limited 
January 24, ?(K)2 

YonrRefi S/AC.25/2002/1382 dated l6 January 2002 
M/THeUespont Paradise -B/L2y25/01andM/niiia-B/L 1/20/01 


Dear Sirs: 

For your infonnadon wifii regard to the referenced diqmients, Bayotl has accordiz^ to 
standard industry practice, made every effort to con^ly on all sh^mentswifhin the terms 
and cooditiQns of the contracts qipEcable for each lifiing. To this extent, we have fortha 
provided our sf^Uer, when requested, any information idevant to the ^plication of foe 
qipopriate crmtractual terms. 

Therefore, we are surprised by the contirraed request direcfly to Bayoil relating to spectflc 
detailed information for the sUpmoits referenced to foove as Bayoil had previously 
provided your office, oti a courtesy basis, darfficadon about shying routes for a number 
of vessels, indoding the vessels niendoned, widdi foould have sadsfied your overall 
concerns. As sudi we understand your office hag already obtained directly and indirectly 
the infotmadon requested concerning the vessds used in Upping the oil to final 
desdnadon winch should have satbfied your overall concenis. Secondly, we are 
surpised by sudi a request direedy to Bayoil as recently your office had made it dear to 
our petsonnd that there is no reason for communicadons between your office and 
BayoQ’s ptofossional personnel, de^te the Bayoil is an iqiproved lifter yivt therefore 

formally audiorized to have discussions on price with your office. 

This was evident during a recent tdqihone call by Bayoil London representadve^ Dr. 
John hving to Mi. M. Tdlinga to discuss market prices, in whidi Dr. Irving was told in 
ze^onse to an enquiry about how formulas were calculated, **who arc you**, *^iou are not 
a refiner, you are not an allocadon holder". "I am bored with this conversation”. 
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Based on diis distuibing convemtion, we are greatly concraned that your office, vtdiose 
mandate is primarily in connection with reviewing prices submitted for establishing 
'6imess, is instead, on some kind of mission to find feult witti our Cotnpany, by 
att e mpting to directly audit the activities of our conqiany in a manner not universrdly 
applied to all mdbutiy partidpants in the program and outside your office’s standard 
scope of re^onsibility. 

A fijrflber example of your apparent prqudice toward Bayoil is evident in your recent 
letters statement legandingthe purported non-adhereuce to the contract provision under 
transshipments, vsdiereby j^ur office now retroactivdy interprets fcat Bayoil’s shipments 
routing via SUMED/Suez Canal, constitute a breach of contract while fire route 

has been both historically and widely used by flie industry induding during this period, 
vdiidi was weU known by your office. It should be huffier noted diat Bayoil, aloi^ with . 
most industry partidpants, consider your offices recently adopted vessd loading 
documoitation requirements for ffie purpose of prohibiting such vessel routii^ via Su«r 
constitutes a dearrestcaint of trade and further prohibits the successful operation of ffie 
ODi-for-Food Program. 

In connedion with your office’s current over-zealous efforts to audit our conq)any’s 
indirect participation in the Oil Sale Program, for reasons we condude to be hi^y 
prqudidal, we fed compelled to address berdn the most soious example of such 
practice as follows: 

Bayoil has previously on several occasions corresponded with your offices and provided 
sr^pewting documentation concerning a moat serious injustice affecting our company in 
connection with a shipment Bayofl lifted on June 8, 2000, whereby ffie quantities loaded 
were substantially bdow ffie documented B/L quantities under wHdi Bayoil’s Letter of 
Credit was automatically drawn. As tiiis mistake in loading was due primarily to the 
negligence of ffie ILN. ^tpointed inspector, which was known almost immediatdy after 
loading, it is incredulous that Bayoil was required to pay for quantities of oil not loaded, 
and that your office has taken no initiative to correct ffiis injustice and has rdayed that no 
remedy fiw Bayofl’s recovery of funds paid to the U.N. account without a direct initiative 
by of S.O.M.O. as well as full UJl. membership approvals which thus far has not 
happened. 

With re^itd again to your fax of giving Bayoil an ultimatum in connection with ffie 
documentation requested, we do not fed currently obligated to provide such infijnnation 
under such circumstances, particularly as the information requested is likely to be used 
out of context and without considetation of ffie normal practice at SUMED, whereby 
shipping toloances and logistics allow for differences in shipping espamties to be 
accroed and compensated ovear time, unless in the current environmsit whereby your 
office has imtiated methods to stop all transit via Egypt to major consuming countries. 

As, andifcircumstaaces and attitudes diange to amoreoommercial tone, we shall further 
consider your request 
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MeanwMe, we look forward to your suggestions for resohition of flie mattat also 
addressed herein wdiereby foads have been paid into the U JJ. Oil-for-Food Account 
under the L/C for vessel MfT “Essex” an amount of $50,720,1 55.83 resulting a 
mimmu m of $1,202,678.93 more than should have been paid due to the discrqiaacy of 
B/L volume vMch was recalculate atloadporttobe 1,989,133 barrels or 483 12 barrels 
greater tlian paid undo- the L/C which as drawn basis 2,037,445 barrels. Furdierfhe 
recalculated loadport volume of 1 389,1 33 barrds is still substantially above the foial 
disport figures accor^ng to the same UJ4. hrspectlan conqrany of Saybolt 

Look forward to your earliest reqxmse. 

Sin<»rdy, 


DatMB. Chalmers Jr. 

For and on betudf of 

Bayoil Supply * Trading limited 
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DEPARTMENT OF THE TREASURY 
WASHINGTONi D.C. 20320 


APR 26 


PAC No. IQ-19S077 


APR 2 3 TO 


ftBOtJIREMENT TO FURNISH INFORMATION 


Bayoil (USA) , Inc. 

e/o Dickstein, Shapiro, Morin 

& Oshinski, LLP . 

2101 t Street, N.W. 

Hashington, DC 20037-1526 
attn: George T. Boggs, Esq. 

Dear Mr. Boggs: 

The Office of Foreign Assets Control ("OFAC") has issued certain 
licenses authorizing Bayoil (USA), Inc.. and associated 
individuals {" Bayoil USA” ) to engage in those transactions . 
necessary- to assist Bayoil, S.A. (Geneva), to negotiate and 
conclude executory contracts for Bayoil, S.A. (Geneva) to 
purchase Iraqi-origin crude oil from the Government of Iraq, as ■ 
described in the respective, applications. Those licenses are, 
OFAC Licenses No.. IQ-1457, IQ-1242,- IQ-976, IQ-910,; and, IQ- 843 
(collectively, the ’ OFAC Licenses" ). The OPAC Licenses 
provide, inter alia , that the Licensee (s) hereunder is required , 
to keep full and accurate records of all . transactions engaged in 
under the licenses. Such records shall be made available for 
examination upon demand for at least 5 years from the date of 
each transaction. 

.Pursuant to the terms of the OFAC Licenses and section 501-. 602 of 
the Reporting and Procedures Regulations, 31 C.F.R. Part 501 (the 
“Reporting Regulations' ) , it is hereby required that you provide 
this Office, with a complete report in writing concerning any 
transactions conducted pursuant to the OFAC Licenses or otherwise 
subject to the provisions of the Reporting Regulations; Your 
response must include- copies of those executory coritracts that 
were executed by Bayoil, S.A.^ (Geneva) with the assistance of 
Bayoil USA. 


• - - BAY14-0196S 
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Please submit your response within twenty (20) business days of 
your receipt of this letter. It should be directed to the 
attention of Elton A. Ellison, Office of Foreign Assets Control, 
O.S. Department of the Treasury, 1500 Pennsylvania Avenue, NW, 
Annex, Room 2151, Washington, D.C. 20220. You should be aware 
that failure to respond may result in the imposition of civil 


pena lties^ 

at 


TOU have any questions, Mr. Ellison can be reached 


Sincerely, 



chief. Enforcement Division 
Office of Foreign Assets Control 
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D I C K S T B I N’ S HAPIRO MORIN & OSHINSKY LIP 

2i £ 5frfcj i)C 2iW57-i52i5 

Tel (202)735-9700 -Fax (202) m-{i689 

Writtr>tDirett Dial' (202) m-2203 
E'MitH Addrea: Be,gffiGCim9J«m 

May 22, 2002 


VIA HAND DEUVERY 

Mr. Elton A. Ellison 
Office of Foreign Assets Control 
U.S. Departmenfof the Treasury 
1500 Pennsylvania Avenue, N.W. 
Annex, Room 2151 
Washffigtop., DC 20220 


Re: Bayoil (USA) Inc., FAC No. 10-195077 
Dear Mr. EUisom 

■ ' * 

We are writing on behalf of our client, Bayoil (USA) Inc. (“Bayoil”), in responje . 
to the letter dated April 23, 2002, from Mr. David H. Harraon, a copy of which is attached 
hereto as Exhibit 1, Mr. Harmon’s letter asks Bayoil to submit a “complete report in 
writing concerning any transactions conducted ptirsuarit to the OFAC licenses (IQ-1457, 
IQ-1242, IQ-976, IQ-910, and IQ-843) or otherwise subject to the provisions of the 
Reporting Regulations,” within 20 business days of ouf receipt of his letter. We received 
that letter on April 26, 2002, and thus this response is being provided on a timely basis. 


We note at the outset that the information set forth herein was premded to us by 
Bayoil We also note that Bayoil has advised us that it and its affiliates engaged in only one 
transaction involving Iraqi crude oil pursuant to the OFAC licenses,* arid the details of 
that transaction are described below. . 


Pursuant to license IQ-843 dated August 11, 1997, Bayoil and its employees 
were authorized to assist Bayoil’s frrreign affiliate, Bayoil SA hi obtaining a contract to 
purchase Iraqi crude oil pursuant to the “Oil-firr-Food" Program. The Ucense was sought 
inuncdiately upon Bayoil SA receiving an offer from SOMO on August 7, 1997, to obtain 
an allocation of crude oil if the contract could be made quickly and the lifring Could occur 
by August 12, 1997. 


* As with many other major oil companies, Baybil’s foreign affiliates traded Iraqi- 
origin crude oil on the world market after UN approval as permitted by the general Ucense 
in 31 C.F.R. § 575.526. We assume your request for information is not intended to cover 
anysuchtransactions.- 

li77A.vtk«eif!iic Amman ‘41st Beer •l!mrorli,}}ewTarH0036-2714 

Td (212)835-1400 ‘Pax (2121 m-mo I ' 

1447342 Vi; WRYOIIDOC. httjp://vhRtl>Jsmc.COm . ’ ' BAY14-01961 
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Mr. Elton A. Ellison 
May22,2002 
Page 2 

Bayoil SA executed by ^ the contract with SOMO on August 11, 1997, to 
purchase 3.6 million barrels of crude oil for the UA. market. The contract covered two 
cargoes: one for 2.1 million barrels of Kirkuk crude oil shipped from Ceyhan, and one for 
l.S million barrels of Basrah light crude oil shipped from Mina Al-Bakr. A copy of the 
contract is attached hereto as Eriiibit 2.* Also attached hereto as Exhibits 3 and 4 are the 
letters of credit issued in connection with the two cargoes covered by the contract. The 
contract was submitted by Bayoil SA’s London office to the 661 Committee at the U.N. 
for approval on August 11, 1997, and such approval was issued on the same day. A copy of 
the approval is attached hereto as Exhibit S. The first cargo was loaded at Ceyhan, Tilicy, 
with a Bill of Lading dated August 15, 1997, and the second cargo was loaded at Mina Al- 
Bakr with a Bill of Ladii^ dated August 23, 1997. 

Bayoil appUed for OFAC License Nos. IQ-9io, rQ-976, IQ-1242, and IQ- 
1457, in conjunction wth the beginning of the respective six-month phases of the U.N. 
“Oil-for-Food” Program. For example, license IQ-910 applied to the phase beg innin g in 
January 1998, and IQ-1457 applied to the phase ending in June 2001. 

Given the normal delays in processing license applications at OFAC, BayOU 
submitted these license applications prior to any anticipated oil contracts being o&rcd by 
SOMO and to ensure compliance with the Iraqi Sanctions Regulations at the time any such 
conttatt may be offered. 

However, with the exception of license IQ-843, Bayoil and its affiliates were 
not offered and did not enter into any fiirthcr contracts widi SOMO to purchase Iraqi 
crude oil after August 1997, pursuant to the OFAC licenses or otherwise.’ 

Bayoil believes that its feilutc to be pfifeired any oil contract allocations after 1997 
was due to aii Iraqi government policy riot to sell its Crude oil to any entity with a possible 
U.S. interest. Seeing no apparent change in this Iraqi policy, Bayoil determined that 
continuing to obtain OFAC licenses in the hope of a future contract was a waste of its time 


’ We note that the attached contract has some handwritten marks on pages 3 and 5. 
We have been advised by Bayoil that those marks were put on this file copy after the 
transaction for other internal purposes and do not reflect changes to the original contract. 
On the other hand, the date on the last page was changed from August 9, 1997, to 
August 11, 1997, to reflect the date the contract was executed by Bayoil SA. 

? hi June 1999, Bayoil arid its affiliates, applied to the 661 Committee to have 

Eayoil’s affiliate, Bayoil Supply and Trading Ltd., approved as a purchaser of Iraqi crude oil. 
Such approval and registration was issued by the 661 Committee on June 17, 1999, a copy 
of which is attached as Exhibit 6. 


1447342 Vi; VWWOIIXOC 
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2ilr. Elton A. Ellison 
May 22, 2002 
Page 3 

and resource, and thus no fiirther licenses were requested after IQ'14S7, which was issued 
on November 28, 2000. 

If you require any additional information, please contact the undersigned. 

Sincerely, 

T 

George T. Boggs 

GfBims 

Enclosures 

cc Mr. David B. Chalmers, Jr. (w/enc. j 


CietiTiiK 


SMArtKO K»iii 


er 


OiRm 


1447942 Vl: vorywi^xk: 
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Addendum No 2 

to contract dated July 1 1 . 2000 
between Rusnaftimpex" (BVI) United Kingdom and 
Messrs. ‘Bayoil Suppiy & Trading Limited, Nassau. Bahamas 

Houston January 18, 2001 

In accordance with contract dated July 1 1 , 2000 regarding additional 2,000,000 barrels of Basrah Light crude oil 
ex Mina Al Bakr and 2,000,000 barrels of Kirkuk ex Ceyhan the price of cargoes to be delivered during 
January/February 2001 in the frame of 9 Phase of the UN •Oil-for-Food” program will be the official selling price 
of SOMO for "Basrah Light" and “Kirkuk" for US/ Europe destinations plus premium per net US barrels of USD 
0.35 (thirty five cents) plus $3,000.00 per cargo to cover interest in absence of premium pre-payment. 

Value of SOMO Invoice at official selling price will be paid to BNP Paribas., New York as per corresponding 
Letter of Credit. 

Balance amount in US dollars per net barrel of delivered crude oil will be transferred by Buyers to account in the 
bank to be designated by Sellers against Sellers invoice on the 30"' day from Bill of Lading date ( B/L date = day 
one) 

Buyers are committed to contract additional 2,000,000 barrels Basrah Light crude oil ex Mina /M Bakr for lifting 
in February at terms and conditions to be mutually agreed upon latest January 25 and undertake to nominate 
suitable tonnage and to effect lifting within agreed with SOMO loading date. 

Sellars specifically warrants that no surcharge or other payment was 
made to SOMO toy the Sellers, or to Sellers' knowledge by any third party, 
outside the UN Escrow account in obtaining the Crude oil sold to Buyers 
hereunder. Sellers will present to the Buyer a copy of the U.M. permission 
as well. 

Sellers - RUSNAFTAIMPEX (BVI) LIMITED 
ola Jartiine House, 1 Vi/esley St., St. Heiler 
Jersey, JE4 BHD,Channel Islands 
United Kingdom 
Tel: +44 01534 888111 

Fax: +44 01534 88118 

And 

Buyers — BAYOIL SUPPLY & TRADING LIMITED 
P.O. Box CB 1 291 8, Nassau, 

Bahamas 

Tel; +1 242 362 4731 
Fax: +1 242 362 4733 
Tlx: 20644 


For Sellers: 

A. Milovanov 

Director, Moscow Representation Office 


For Buyers: 

David B. Chalmers, Jr, 
President 


Permanent Subcommlllee on Inveslipalion^ 

Bayoil Diversions Report 
EXHIBIT #10 
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Addendum No 3 
to contract dated July 11, 2000 
between Rusnaflimpex" (BVI) United Kingdom and 
Messrs. ‘Bayoil Supply & Trading Limited, Nassau. Bahamas 

Houston January 23, 2001 


Supplier - RUSNAFTAIMPEX (BVI) LIMITED hereby represents, warrants, and agree 
that Supplier shall be bound and abide by and strictly with United Nations Security 
Council Resolution ("UNSC") 986 and other related Security Council resolutions, the 
Memorandum of Understanding, guidelines and other guidance issued by the 661 
Committee established by UNSC Resolution 661. Supplier, hereby further represents, 
warrants, and agrees that Supplier will not make any payments, directly or indirectly, 
to or for the benefit of the Government of Iraq or a person in Iraq, except transfers to 
the 986 Escrow Account maintained by the United Nations 


For Supplier: For Buyers: 

A. Milovanov David B. Chalmers, Jr. 

Director, Moscow Representation Office President 


Permanent Subcommittee on Investipations 

Bayoil Diversions Report 


EXHIBIT #11 
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^01-30-2001 09:12«1 FRon^ 

jTl/Oi TKU 15:62 FAX 2tf «64 


UNgq KYK 




7132248101 


P.0I 

8)001 


UNITED NATIONS 



0^4^. M- 

e 

NATIONS UNIES 


security council committee established by RESOLXmON «6I (1950) . 
CONCERNING TOE SlTUATIONBETWaBN IRAQ AND KUWAIT 1 


S/AC.25/7001/OIiyi330/OC,l7 ' ISJiauMyZOOl 


1 TO: "RDSNEFTEI!vlPiHX”NK ROSNEFT 
RUSSIAN FEDERATION 

FRqydTTHB oft. OVERSEERS 

4 UNDER SHCORrrYCOI5»B^ 

\U\J RESOLUITON 986(1^^21^ ' 

FAXNO.; 011-7095-979-6071 

FAXNQ;: (2)2)963-1678 ' 

ATTENITON: Mr. Sfiscy ISSAKOV 

REF.: OEL-FOR-FOOD ARRANGEMENT 

i TOTAl-^^J(MBEROFTKANSMITTEDPAaESmCLUDD^OTmSPAG5: 1 « J 


ESI . CooUaclNunjbec: M/09/25 UNREF:S/ACas/200I/01L/I33(j/COMM.25.'. 

Between: SOMO«d«ROSNEFTBnMEPEX"NKROSNltrT '• / 

DstcotRooeipu 18 1001 

Qiiwtily; 2,flOO,OMWli ^ 

•QMlity; . ■ Ktrlmk 

f Ptl^ngFommlt; £qropcaaiI/«rTLS.'AMiirkcti ‘ . 

Port of Lo»4iog; Ce^in 

Qnum^. 4,000.000 Wb 

PiicingFonmili: Eorop* *nd/«t USA 

PortofLo«dIng: MIni«l-Biltr 


( 

( 



PURTHERTO YOURABOVE REFIRENCHD APPLICATION FOR APPROVAL 
OF THE OIL CONTRACT, PLEASE BE ADVISED THAT THE APPUOAITON 
HAS BERN: 




APPROViaJ 


CO! 

SOMO 

BNP 

SAYBOLT ROTTERDAM 

permanent mission of IRAQ TO THE UN 


Permanent Subcommittee on Investigations 

Bayoil Diversions Report 
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22.MA8, 200i 11:16 C. A. !, GEHEVE 3199687 »S6724 P. 3 

SOMQ 

ORlGlNAi.’WiiS'O.TtABUi -S 
BILL QF LADIKG 

SBb/iS6.l 

^tpp€d in tpfiarent |oo^ ortier nnd condition by BQMQ in the S/S ~ M/f called |Le 

.’!»iSaaeSK15.aiE»J3H*.---- ..whereof.. 

is Ma^sr fo> this pr«s«nc now lying at tha Port of 

IRAQ CRUDE Olle ( BdSRAfi LICJRP' ' 

Cvbre Raters UeS. Barrals Uonf Tons ■' Met tic Tom 

«» " 2-1042116.. 28432^3 • 2^^^. ' 

3 ^ 7 avB 5 - ' 26 ^, • 

ted to be 4o|i'^red (subject to the undermentioned eondiitiom an^i exceptipt^} In (the |0!Qd 

otdar i^nd condition at the Pott of...*tLQRTH ^..pt m. 

neat thateto A* *nay safety get (always afloat) ui>to 

- 

to theif assigns uptnt payment of freight es per ebaner pgny> all conditions ppef exct^cjp^ 
of which charter party, inciudinc the negligence clause, are deemed tp be inporporpted iq 
this Gfil) of Lading. 

The Slip has liberty before p( after proceeding op the voyage (o pfoceetl to and 
M any port or ports in gny order for any purpose and not withsciuiding that same o\ay be 
out of the direct route to th^ port of discharge, with liberty to sail without ^lots, gp4 
tow Of be towed and to tow and assist vessels in distress or otherwise in all poa|tionsj ^d 
to deviate for the purpoee of saving life or property, 

Ip witness whereof the Master of the said ship has affirmed to 

Bills of Lading, all of this tenor and date, one of which being mcpomplished thp others tp 
stand voitL 

'■'^ 1 ^ Olf BOAJUl*' . 

mAESiE sr BtpfSl AS 4HaiN^*‘ * 
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22,MAS.2D01 ll:n C. A. 1, GENEVE 3199687 

SOMO 

CEBTIFICATe OF OBtCIN 

sat,/ 305 T! ' 


N56724 P. 4 




SOMO hereby certifies, that the commodity described herein, dipped per 
s/s - M/T ; 

Coiaigned to : .JS®5H.4-®3SS>lG5..I??psy?Z I 

At : 

id of Iraq origin!. 


quantity 

DESCRIPTION 


Gross 

Se4 

Gtdtic Meters 

334542.989 

334173.735 

U.S. Barrels 

2404216 

2103164 

Uong Tons 

234926.68 

IRAQ CRUDE CHL 
sm6z^^ (SASBAK w(arj?) 

MbtHe Tons 

2^398, U8 

289231,241 


Certified at AMU£Er!!S:£W4i|XBA!M 
Site 



BAY18-01034 
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I 'i mm 


i8966IC iAlN30 1 'V '3 

BAY18-01032 
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= Redacted by the Permanent 
Subcommittee on Investigations^ 


FEBRUARY 20, 2001 

TO: ROSNEFTEIMPEX, MOSCOW 

ATTN; Mr. Y.N. Poukhov 

CC: CREDIT AGRICOLEINDOSUEZ (SUISSE) SA, GENEVA 

ATTN: SUSAN UNITT 

RE: LOADING OF APPROX 2. 1 00,000 BBLS +/- 5% OF BASRAH LIGHT CRUDE OIL EX MINA 
AL BAKR BY WX HELLESPONT PARADISE 


PLEASE FIND BELOW OUR DOCUMENTARY REQUIREMENTS FOR THE ABOVE 
REFERENCED LOADING: 


CONSIGNEE ON BILL OF LADING: ISSUED OR ENDORSED TO THE ORDER OF 

CREDIT AGRICOLE INDOSUEZ (SUISSE) SA, 
GENEVA 


DESTINATION ON BILL OF LADING: NORTH AMERICA 

QUANTTIY REQUIREMENT: MINIMUM 2*9,600 METRIC TONS (APPROX 

2,128,850 BBLS BASIS API 33S) AS CLOSE AS 
POSSIBLE BASRAH UGHT CRUDE OIL ALWAYS 
CONSISTENT WITH MASTER'S INSTRUCTIONS 
FOR SAFE SAILING DRAFT 21 METERS 


DOCUMENTS; 


1 . ONE FULL SET CLEAN ON BOARD BILLS OF LADING IN 3/3 ORIGINAL AND 6 NON- 
NEGOTIABLE COPIES DATED ON BOARD AND ISSUED OR ENDORSED TO THE 
CREDIT AGRICOLE INDOSUEZ (SUISSE) SA, GENEVA OF SHOWING SHIPMENT 
FROM MINA AL BAKR TERMINAL, IRAQ TO DESTINATION NORTH AMERICA 
MARKED •"FRHGHT PAYABLE BY BUYER AS ARRANGED". 

EACH ORIGINAL BILL OF LADING TO BE ORIGINAIiY SIGNED AND STAMPED BY 
VESSEL'S MASTER AND MARKED WITH A SHIPMENT NUMBER 

2. ONE CERTIFICATE OF IRAQI ORIGIN ISSUED BY SOMO IN ONE ORIGINAL AND SDC 
COPIES. 

3. ONE QUANTITY AND QUALITY CERTIFICATE IN ONE ORIGINAL AND SDC COPIES. 

4. ONE MASTER'S RECEIPT FOR DCXXJMENTS IN ONE ORIGINAL AND SDC COPIES. 

5. ONE MASTER'S RECEIPT FOR SAMPLES IN ONE ORIGINAL AND SDC COPIES. 

6. ONE LOADING TIME SHEET IN ONE ORIGINAL AND SDCCOPIES. 


BAY18-01030 
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7. ONE ULLAGE REPORT IN ONE ORIGINAL AND SIX COPIES, 

DISTRIBUTION: 


A. TWO COPIES OF ALL DOCUMENTS TO MASTER OF VESSEL, ONE COPY FOR 
MASTER'S OWN USE, ONE COPY FOR RECEIVERS. 

B. FULL SET ORIGINAL BILLS OF LADING PLUS ALL OTHER ORIGINALS AND 
REMAINING COPIES DIRECTLY TO BANQUE NATIONALE DE PARIS, NEW YORK BY 
COURIER AS FOLLOWS: 

BNP PARIBAS, NEW YORK 
200 LIBERTY STREET 
NEW YORK, NEW YORK 
ATTN: TRADE FINANCES 

THE ABOVE DOCUMENTARY INSTRUCTIONS ARE AS PER CURRENT BUSINESS PRACTICE 
FOR VLCC LOADINGS AT MINA AL BAKR. 

BEST REGARDS, 

BAYOEL SUPPLY AND TRADING LIMITED 


BAY1841031 
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= Redacted by the Permanent 
Subcommittee on Investigations 


38, Obr azleova Moscow 127018, Rueaia 
Phona: 

Fax: 

Tel«c < 



ROSNEFTEIMPEX 


To: 

UNOveiseers 

From: 

S. Issakov 


1212 B63 1628 

J’ages: 

1 

R«: 



20.08.01 

AM: 

Mr.A. Kramer 

No.: 



Ref: Letter from the Office of Overseers dtd 7 June 2001 

Further to our letter of 21 of June, 2001 in reply to the above Overseers’ 
letter, It is our understanding that your Office maintains concerns over final 
destination of vessel «He8espont Paradise#, B/L 25.02.01. 

According to our information the final delivery of Basrah Light 
corresponding to the shipment from rcHetlesppnt Paradise# was delivered 
April:2;:2b01 td‘«Valerp» (USA) from iightef of 
fidth (Astro Garria# routed via Suez. 

We are providing this Information as a courtesy to your office, despite our 
previous correspondence in this respect. 

We hope this clarification of delivery vessels for the above mentioned 
shipment should finalize this matter. 

Best regards. 


S.lssakov 


Permanent Subcommittee qn Investigations 

Bayoil Diversions Report 


EXHIBIT #15 
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13-FEE-200i 




13-FSS-2001 16’ 14 FROM 

./* 


TO 75332S27 P-02- 


ST ASTRO OARSMA 
PmAiTfS 


PORT-. SOT KERXH 

DATE : FEBRUARY 12™ 2001 


THB IS TO CERTIFV THAT THE ABO-PE VESSEL LTTOER MY COMMAND WAS 
DELJVEBED AS PER OP CLAUSE TO T/C MESSRS ‘ BAYOIL SUPPLY AND 
TRADING UMITED' AT SOT KESIR ON FEBRUARY 12™ 2001 ANDATW.01 
LOCAL TBdE OH FEBRUARY 11™ 2081 22.01GMT. 
relevant ON HHUE SURVEY CARRIED OUT BY CHARTERERS 
REPRESENTATTVE MR. KHAIED OSMAN AND CEIEP ENGINEER MR STAMOY 
KONSXANTINOS ON OWNERS BEHALF. 

SHK" DEUVERED ON ARRIVAL SIDI KEJUH , SEAWORTHY HAVING ALL 
CARGO TANKS EMPTY AND SUITABLE TO LO.AD N2XI CARGO BASRAH LIGHT 
CRUDE OIL BASIS ATTACHED DETAILED CALCULATIONS. 

TOTAL BUNKERS ON AM DELIVERY ! 


FUEL OIL ( 388 CST) : 2319 MT 
DlEESLOn. ! «3 MT 



Permanent Siibcotniniltee on lnvwtip3timi.j 

Bayoil Diversions Report 


EXHIBIT #16 
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402372168 Ul 

42391 911 0=SYKGX 
Cl 

NL BURUM LES 42391 91 10=SYKG X 13-FEB-2001 17:29:38 334034 

TO: BAYOIL SUPPLY AND TRADING LTD 

CC: LONE STAR TANKERS INC 

CC: ARAB PETROLEUM PIPELINES CO.SUMED EGYPT 

CC: KRISTEN PIRAEUS 

FM; ASTRO GAMMA 

REF:217 13-02-01 

PLS BE ADVISED AS FOLLOWS: 

AA,SCAC CODE:KRTNSYKG13020101 

BB.TVEL ISSUED JULY 11™ 2000 EXP.JULY 11™ 2001 

CC. 111454 ALL FAST 

111624 COMM.DEBALLASTING 

120001 NOR TENDERED 

120001 NOR ACCEPTED 

120001 CGO HOSES CONNECTED (2X16) 

120001 LOADING COMMENCED 
120700 DEBALLASTING COMPLETED 
131306 LOADING COMPLETED 
131406 HOSES DISCONNECTED 
131512 ALL CLEAR FROM BERTH 
131624 CALCULATION COMPLETED 
131736 PILOT DISEMBARKED 
131830 FULL AWAY 
B/L FIGURES 
GROSS BBLS:N/A 
NET BBLS: 1847551 .73 
GROSS METRIC TONS:254623.065 
NET METRIC TONS:N/A 
GROSS LONG TONS:250602.567 
NET LONG TONS;N/A 

DD.CARGO TEMP. 86.5F/LOWEST TEMP 80F AT NO 3 PORT. 

EE.PROTESTS:SHIP FOR:CGO DIFFERENCE-WATER INCREASE-INADEQUATEHOSE 
HOSE CONNECTION. 

FF,API:31.74 

GG.CONSIGNEE.'ISSUED TO THE ORDER OF CREDIT AGRICOLE INDOSUEZ 
HH.BL API:31.74 

M.BL DATE:FEBRUARY 13™ 2001 
JJ.SHIP'S FIGURES AFTER VEF APPLIED: 

1854130 BBLS AT 60F/254961.416 MTONS/250933.926 LTONS. 


- = Redacted by the Permanent 
Subcommittee on lnve5tigations_ 


RGDS/MASTER 
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From: 
Sent: 
To: 

Cc: 

Subject: 


Wednesday, February 14, 2001 11:17 AM 
Vessel Astro Gamma (Business Fax): (■■■■■(E-mail) 
SGS Inspection Co. (E-mail); Agents Gibraltar (E-mail); LST 
Astro Gamma - proceeding orders 


To: Astro Gamma 
Attn: Master 
CC: Braemar 

Attn: Mark = Redacted by the Permanent 

CC: SGS Subcommittee on Investigations 

Attn: Surveyor u_— 


Re: Astro Gamma - proceeding orders 


Vsl to proceed to Gibraltar for loading approx. 9,000 mt suppliers Peninsular on or about Feb. 19 
pm. SGS will be inspectors for bunker survey. Upon completion of bunkering vsl then to proceed 
to South Sabine Lightering Area for orders. 


The agents to use at Gib are: 


J. LUCAS IMOSSI AND SONS LTD. 
1/5 IRISH TOWN 
P.O. BOX 167 
GIBRALTAR 


TLX: I 


CABLE: PUMP 
PHONE: I 
FAX:?! 

EMAIL: 


Brgs, 

For and on Behalf of Bayoil 


End msg 
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From: 

Sent: 

To: 

Co: 

Subject: 


Wednesday, February 14, 2001 11:22 AM 

Darleen Samayoa (E-mail); Mary Jenkins (E-mail); Jean Johnston (E-mail) 
LST 

Astro Gamma - proceeding orders for bunkers stemmed at Gib. 


Da.deen 


Stemmed below bunkers 'or -S134.50 on 30 day credit. .Also pis confirm with SGS for bunker 
survey. 


— Original Mes sa ge — 

l^tom: VBHliBHiP 

Sent: Wednesday, February 14, 2001 11:17 AM 

To: Vessel Astro Gamma (Business Fax); Mark Szpiek (E-mail) 

Co: SGS Inspection Co, (E-mail); Agents Gibraltar (E-mail); LST 

Subject: Astro Gamma - proceeding orders 


To: Astro Gamma 
Attn: Master 
CC: Braemar 
Attn: Mark 
CC: SGS 
Attn: Surveyor 


= Redacted by the Permanent 
Subcommittee on Investigations^ 


Re: Astro Gamma - proceeding orders 


Vsl to proceed to Gibraltar for loading approx. 9,000 mt suppliers Peninsular on or about Feb, 19 
pm. SGS will be inspectors for bunker survey. Upon completion of bunkering vsl then to proceed 
to South Sabine Lightering Area for orders. 

The agents to use at Gib are: 

J. LUCAS IMOSSi AND SONS LTD. 

1/5 IRISH TOWN 
P.0, BOX 167 
GIBRALTAR 
TLX; 2221 
CABLE: PUMP 
PHONE: 73500/73525/ 

FAX: 73550 

EMAIL: EQUiREStoillVIOSSI.GIB.GI 


Brgs, 

For and on Behalf of Bayoil 


End msg 
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wmmmmmm = Redacted by the Permanent 

Subcommittee on Investigations 


From: ATT Telex [attmailltelexiO] 

Sent: Thursday, February 15, 2001 6:56 AM 

To: telex 

Subject: AE555MT/By 


402372168 U1 

TRQPI SUMED UN 
15 FEB 01 12:46 GMT 

SUBJECT: AE555MT/BY 

MSG 6972 15-FEB-2001 14:13 


! TO : BAYOIL SUPPLY AND TRADING LIMITED 

TLX NO. 402372168 
ATTN : MR. DAVID KOWALIK U.S.A. 

FROM: SUMED SCHEDULING ? OIL MOVEMENT DEPT. 

DATE: 15/02/2001 

SC/555 

VESSEL: ASTRO GAMMA SHIP.NO:SK/BY/003/0101 
QUANTITY LOADED 


=============== GROSS NET 

CU.MT.AT60F : 294,405.265 293,737.755 
BBLS.AT60F :1, 851, 750.240 1,847,551.730 

M/TONS : 254,623.065 254,045.753 
L/TONS : 250,602.567 250,034.371 
API : 31.74 KIN.VIS. : 7.93 

CARGO BSW / :0.230 PCT VOL AVERAGE BSW 1 : 0.227 PCT VOL 

SEALINE BSW/ :0.146 PCT VOL BSW VOLUME :667.510 CU.MT. 
CRUDE TYPE : BASRAH LIGHT 

TIME SHEET 

========== DATE HOUR 

ARRIVED SIDIKERIR:1 0/02 1930 
LOADING STARTED :12/02 0001 
LOADING COMPLETED :13/02 1306 
LEFT BUOY :13/02 1512 

DIRTY BALLAST : 41 ,000,000 M.T. 

BEST REGARDS 

A, MOKHTAR/A.ETMAN 

SCHEDULING ? STOCK CONTROL DEPT. 


54108 SUMED UN 
402372168 Ul 



456 


From: 

Sent: 

To: 

Cc: 

Subject: 


— — - Redacted by the Permanent 

on InvestiVatinn, 

Wednesday, March 21, 2001 5:25 PM 
Vessel Astro Gamma (E-maii) 

LST 

ASTRO GAMMA C/P FEBRUARY 9. 2001 - V-50128 - DISCHARGE INSTRUCTIONS 


PLS CONFIRM RECEIPT AND THAT MASTER HAS BEEN INSTRUCTED ACCORDINGLY. 


MARCH 21,2001 


RE: ASTRO GAMMA C/P FEBRUARY 9, 2001 - V-50128 

PLS PASS ON FOLLOWING DISCHARGE INSTRUCTIONS TO OWNERS: 

PLEASE INSTRUCT MASTER OF VESSEL TO PROCEED SOUTH SABINE POINT LIGHTERING 

AREA {28-30N 93-40W) AND BE READY IN ALL RESPECTS TO DISCHARGE CARGO AS FOLLOWS 

(SU8.JECT TO CHANGE): 

1 ) VESSEL TO LIGHTER 550 MIN/MAX ACAP GSV AT 60 DEG F CONSISTENT WITH AET 
SERVICE SHIP "TBN'VSUB MASTER’S INSTRUCTION FOR SAFE ARRIVAL DRAFT 
NEDERLAND, TX TO RECEIVERS THE PREMCOR REFINING GROUP, LP 

2) VESSEL TO LIGHTER 94 MB MIN/MAX ACAP GSV AT 60 DEG F CONSISTENT WITH 
SKAUGEN SERVICE SHIP "GENMAR SUN”/SUB MASTER'S INSTRUCTION FOR SAFE 
ARRIVAL DRAFT NEDERLAND. TX TO RECEIVERS DIAMOND SHAMROCK REFINING CO., 
LP. 

3) VESSEL TO LIGHTER 129 MB MIN/MAX ACAP GSV AT 60 DEG F CONSISTENT WITH MTL 
SERVICE SHIP "TBN"/SUB MASTER'S INSTRUCTION FOR SAFE ARRIVAL DRAFT CORPUS 
CHRISTI, TX FOR DELIVERY TO RECEIVERS TBN. 

4) VESSEL TO LIGHTER 550 MIN/MAX ACAP GSV AT 60 DEG F CONSISTENT WITH AET 
SERVICE SHIP "TBN"/SUB MASTER'S INSTRUCTION FOR SAFE ARRIVAL DRAFT 
NEDERLAND, TX TO RECEIVERS THE PREMCOR REFINING GROUP. LP 

5) VESSEL TO LIGHTER BALANCE CARGO APPROX. 525 MB GSV AT 60 DEG F CONSISTENT 
WITH SKAUGEN SERVICE SHIP "TBN”/SUB MASTER'S INSTRUCTION FOR SAFE ARRIVAL 
DRAFT TEXAS CITY, TX TO RECEIVERS VALERO MARKETING AND SUPPLY CO. 


AGENTS TO BE APPOINTED AT LIGHTERAGE: 
OBC HOUSTON TEL;|M|H|Mi 
FAX: ■■■■ft 


TLX: 


CONTACT: 


MASTER TO PROVIDE 96/72/48/24 HOURS LOCAL TIME NOTICE OF ARRIVAL, POSITION ON HIGH 
SEA, 6 HOURS NOR AND ANY CHANGE OF ETA EXCEEDING SIX HOURS OR MORE TO THE 
FOLLOWING PARTIES: 

BAYOIL HOUSTON (TLX 3771825)AND(408368232) 

AGENTS OBC 
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MASTER TO NOTIFY CHARTERERS, OBC AND LONESTAR ONLY THRU TELEX NUMBER 
HOUSTON 3771825 AND 408368232 OF ARRIVAL TIME, TIME NOR TENDERED, EXPECTED 
COMMENCEMENT OF LIGHTERING OPERATIONS, ANY EXPECTED DELAYS AND REASON FOR 
SAME. 

MASTER TO ISSUE LETTER OF PROTEST IF NECESSARY. MASTER IS REQUESTED TO ADVISE 
CHARTERERS OF ANY ANTICIPATED STOPPAGE(S) AS SOON AS KNOWN, CARGO 
TEMPERATURE ON ARRIVAL AT DISPORT AND STATING LOWEST TEMP AND TANK LOCATION 
OF SAME, BRIEF DETAILS OF ANY LETTERS OF PROTEST MADE BY SHIP/SHORE/INSPECTORS, 
API GRAVITY OF CARGO AT 60 DEG F. 

PLEASE BE ADVISED REPRESENTATIVE (NAME TO BE ADVISED) OF OIL INSPECTIONS WILL 
ATTEND LIGHTERING OPERATIONS ON BEHALF OF OWNERS AND CHARTERERS IN RESPECT 
TO LOSS CONTROL. PLEASE ADVISE ANY OBJECTION TO SAME AND EXTEND ALL 
COURTESIES. 


PLS CONFIRM RECEIPT OF THE ABOVE AND THAT MASTER INSTRUCTED ACCORDINGLY. 

THANK YOU AND REGARDS, 

DARLEEN SAMAYOA 

FOR AND ON BEHALF OF 

BAYOIL SUPPLY & TRADING LIMITED 
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Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 


Accniat Basis 


January 199S through December 2003 


Jyp* Data Num 

OrassWes 

SMs • OUlhRMiiiets 

OmwalJowmd 2/2V2001 Js^lSa 

Gwwri Journal MSflOOl JtahOctBa 

OMwntJminni 2^8/2001 

OwMi^Juurrat 2aV2001 J»0-ia> 

Oawrai JnmHi 2128/2001 

OBRamlJoumi 2/28/2001 J»Ck>18b 

GananfJounud 2/28r2<»1 J»0-16li 

Deposit . 4QA081 REV 

Check 4nnm PYMKT 

Oefx^ 

Oteek 4^UXn^ PYUn* 

Deposit «12nt00l 

Check 4/12/2001 mNT 

Deposit 4^20001 REV 

Qeiwral Journal 8/31/2001 Je«k4t0 

ToiriSslM-OttPnJuots 


Name Utmo Class 


Exxon G, Fountain V<6012ft 

»• Oil. INTERNA... OERAM V<S012S 

PACC A. GsmmtM V-fi012< 

PACC A OanvrMHl V4»1» 

QIRON A OemmM V40128 

VALERO MARKS.. AQ«Tm4 V-«n28 

DtemondStumro.. AOamiBa-4 V.80128 

PORTARTHtM.. AQAMlftA-4 V.80128 

CM AGAMMA^ V«>128 

Dismond Shmiin^ A Garrune-t V-fi0128 

CM AGANMA-4 V.8012ft 

PARIBAS SUISSE AGAMMAA V-5012ft 

CM A6AMAM V>8012S 

EhSlON AOAMUlA-4 V*50128 

Vartow POOL V-S012B 



AooouRteRe.. 
AceountaRe.. 
AesmBilaRa.M 
AcoowdaRo... 
ABeotmiaRo« 
Caah'CMI.. 
BarH^Biuc. 
Baitque&us.. 
Bai^uoBtuu. 
Cash-CMI... 
BNP Paribas... 
BNP Paribas.. 



Total OfOMi Briaa 


SSGaSiSflOJM M,O38,8S0SS 


Cost of Salas 









Brokar Comm 









Chaok 

6/1/2001 

WT 

AMEREXPETRO- 

OFOlMTAiN 

V-&0128 

Caah-WidB 



C»itek 

5/90001 

WT 

AfyEREXPETRO. 

GJ'OWTA. 

V<6012a 

teah-Wrts.. 


\ 

C^adi 

.s/amxi 

VtfT 

MyEREX^RO. 

Q.FOUNTA. 

V:60128 

Caah'-WdN.. 


' 

CNck 

8/9G001 

WT 

AMEREXPETRO... 

H PARADIS... 

\A«0128 

Cash-WsBa.. 



Cheek 

SS/^1 

WT 

AMERCtPBIRa. 

G.FOUNTA 

V.S0128 

Cesh-Walla. 



Chede 

SS/2001 

WT 

AMEREXPETRO.. 

OFOUNTA. 

V-S0128 

Caah>WaDa_ 


Cbed( 

S/15G1001 

1307 

ECHO ENERGY 

ai03M.O-. 

V-5012S 

Cath^WaBa. 



Chaok 

s/isnooi 

1307 

ECHO ENERGY 

C2t13/AO. 

V-50128 

Caah-Walia.. 


Chedc 

5/1S/2001 

1307 

ECHO QCRGY 

C2t32/AO.- 

V-S012a 

Ceah-Wells.. 

\ 


Chadc 

5/150001 

1307 

ECHOEIERQY 

C2154/AO.. 

V-S0128 

Ctah-WeOa.. 



Qwck 

S/15/2(»1 

1307 

ECHO ENERGY 

C2187M.G. . 

V40128 

Caah-Wdli.. 

\ 


Oieok 

msam 

130S 

OtLASSOCtATE.. 

AGarnnw.. 

v«im 

Csah-WaRau. 



Chaok 

8/15/2001 

1300 

OR. ASSOCIATE.. 

AOamms--. 

V*S012B 

Caah-WeRa.. 



Check 

S/1SG001 

1309 

OR. ASSOCIATE. 

AGAmmh . 

V^128 

Csah^WaHa. 



Told ftoker Crnmn 






>16,874 50 

•16,87420 

exchange galn/lota 








Chsdi 

2Q2«)01 

WT 

rTALTECHSrU. 

G. FOUNT.. 

V-60128 

Caah-CMI.. 

-43,825.10 

-43225.10 

Oenard Journal 

2/28/2001 

JaOsieb 

AcbiusI 

KParadtse-G 

V^128 

AecounteRa.. 

•36,430 20 

•K.OK20 

Cheek 

3/26/2001 

WT 

UNITED NATIONS 

HRARMXS.. 

V.50128 

CBah-CM1„ 

-38,430.20 

•11828520 

Oeiwral Jownal 

3G1/20ai 

Je4>20 

Ravarea AeonnI 

O F/AO/HP 

V>6D128 

■SPUT- 

36.43020 

•7926620 

Oeneral Journal 

3/31/2001 

Je«k-20 

Accntd 

GF/AO/HP 

V^12B 

Exehanga ga.. 

21.936.02 

•56,01928 

Total EKhange galn/loes ‘ 






-88.019 28 

-68219.28 

Pipeline Charges 









Check 

2/8/2001 

PIPE 

SUMEO 

GOLDEN P.. 

V-50126 

Caah-CM1~ 

-87t,S20.K 

•678,52029 

General Journal 

artanool 

JeOfIta 

Accrual 

Q. Fountsm 

V-50128 

Inleiesl 

343J»S27 

•334.6K.12 

Osnaral Journal 

2/28/2001 

J»Cfc-16b 

Aecnid' 

KPsradlB»3 

\MS012S 

Accounts Re.. 

•7D8JS50C0 

71.043275.12 

Chedt 

aM/2001 

. PYMT 

SUMTO 

Hi>ARA0IS.. 

V-80128 

Csah>CM1~ 

•376.417.00 

•1,41A<92,12 

Check 

.3/120001 

P1MNT 


HJ>ARADtSE 

V-50128 

Cash. CM 1.. 

•332233.00 

•1.K1.02S.13 

General Journal 

8/30G001 

Je.Ck-24 

Accrual 

RParadiseG 

V-60128 

EsilmdedC.. 

71278.02. 

•1288246.1S 

Depoatt 

7/10/2001 

REV 

ARAB PETROLS- 

HPARADI8.. 

V-5D128 

BNP Paribas.. 

1424928 

•1288, M6 12 

Qwteral Journal 

7/31/2001 

J»Ck-24 

Ravatse Aeenwl 

RParadssG 

V-S012B 

■6PUT- 

7D8JKOJ10 

^7246.12 

Toiat PIpeSna Chsrpea 






-957,348.12 

-957248.12 

Oamurraga Q Ughlar 








Oemd Journal 

2/28G001 

Jewish 

Aecrud 

a. gamna-A 

V-5D128 

Aocowts Rs.. 

31212.78 

31212.78 

Omard Joumd 

12/31/2001 

Je«b4l0 

Reverse Aoaud 

POOL 

V-S0128 

-SPUT- 

-31212.78 

0.00 

Told Damun^e Q U^^tlar 






D.D0 

020 

Storaga 









Chedc 

3/20/2001 

PYNWT 

6UMED 

O.FCUNTAM 

V-50138 

Cash-CMI.. 

•36,70223 

^.78223 

Tdd Storage 







-36,7ta23 

•38.70223 

Crude Purchases 

■ 

. 






OmkA 

2020801 

WT 

ITALTECHSRL 

0. FOUNT.. 

V-S0128 

Cash-CMI.. 

. -ATMIJIMJa ' 

•47281 299.K 

Oerwtf Jotirad 

2/28/KOI 

J»Ck-16s 

Accrud 

0. Fountdn.. 

V-50128 

kdared 

•3281.000.00 

•5t242J^22 

OMeid Joumd 

2080001 

Je4%-iab 

Aoerud 

H.f>mdia»3 

V-50128 

AceountsRa.. 

•36284.73720 

•87,'m238.« 

Qenerd Jourrad 

2/28/KOI 

Je42t-28 

Acenid 

aF<»»fT 

V-B0128 

CnidePtnh. 

-662,172.00 

•88289208.42 

Oieek 

- a/28/K01 

PWNT 

RUSNAFTMMPE.. 

H PARADIS.. 

V.50128 

Cash-CMI.. 

•738,107.40 

•89228.31522 

Oteek - 

4/S/KOI 

EXCHANGE 

irAL-rcCHSRL 

OJOWTAIN 

V-5D128 

Cssh-OMI.. 

-1«)221.17 

•^.18623829 

Chedc 

4/230001 

EXC^tAMGE 

tTALTBCH SRL 

0 FOUNTAIN 

V-80128 

Cath-CMI.. 

-401,4M.16 

•8829022A16 

General Joumd 

8010001 

Ja4»OD 

Reverae Aecrud 

POOL 

V-6012B 

AecoudsRe.. 

862,172.00 

-W,I»B.164.15 

' Told Crude Pwduues 






•^.(»8, 154.15 

•K228.1$4.1S 
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4:18 PM • 
07/16/04 
Acciuai Basis 


Bayoil Supply & Tmding, Ltd. 

Transaction Detail By Account 

January 1998 through December 2003 


Type 

Data 

Num 

Name 

Memo 

aeu 

SpiK 

kitueit 

Owck 

1/31/2001 

LOAN 

FIXED TEJWAa. 

aPOUNT- 

V-50128 

Caah-OUI- 

Gwierd Jntmsi 

101/2001 

JeOk.14 

Aetmal 

Q. Founfakk 

V-6012S 

CargoebthB.. 

lOieeh 

2W2001 

LOAN 

FIXED TERM AO- 

O. FOUNT . 

V-5012S 

C^h-CAII- 

Ch^ 

2/12^001 

WAN . 

FOSDTEreyiAD- 

0. FOUMT- 

V-60128 

CMh-CAdl- 

Cheek 

2/13G001 

LOAN 

FtXEDTERMAO- 

aFOONT- 

V-50126 

Caah-CAJU 

Oieek 

2/22^0)1 

LOAM 

FIXEOTERMAO.. 

O.FOt4IT- 

V-S0128 

Cash-CAit- 

Genend Awmal 

2/2aG<X)1 

Ja-Gk-16a 

AeenutI 

a Fountain 

V-S8128 

-SPUT. 

QeneidJDunwl 

2^80001 

J*Ok- 18 e 

Aoeiuel 

aFountew 

V40128 

intared 

General doumai 

2/280001 

JrCk*1tt» 

Aeorua! 

KParBtfiee-3 

V-&012B 

AeemmtsRe.. 


Check 
Cheek 
Checdt 
Cheek 
Check 
Check 
Check 
Otedc 
Check 
Ch«^ 

Chedt 
Cheek 
(%eok 
(%e^ 
ate(M( 

Oieck 

C^eedi 

ClieMc 

Cheek. 

OmendJcKOTol 

a«eek 

Chedc 

Chec4( 

Cher* 

ChB<M 

Oenwal JoumM 
Chedc 
Checdc 
Che<« 

Cheek 

Chedc 

Cheek ' •>' 

Chedc 

Check 

Check 

Cheek 

Cheek 

Check 

OenerelJoumat 
OenetalJoumet 
General Joumel 
Totad biterect 


3mm\ 


atsoMi 

Mrssoi 

iwim 

3ivmi 

a/12/uoi 

ansoooi 

anaoooi 

anBQOoi 

3/23/2001 

3^30001 

3/230001 

3/230001 

3fl^2Q01 

a/2«2001 

3/M/^1 

2ixnaQi 

3/30/^1 

3/31/2001 

4/2A»}01 

40^001 

4/3/2001 

4/4/2001 

4/40001 

4/4/2001 

4Ma001 

4/S/2001 

4ffa001 

4«/2001 

4/8/2001 

4/12/2001 

4/13aW1 

4/12/2001 

4/20/2001 

400/2001 

Sn/3O01 

8/2/2001 

SO/2001 

SM0001 

S/7/2001 

801/2001 

8/8/2001 


ucm 

LOAN 

LOMI 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LO/M 

LOMI 

LOAN 

LOAN 

LOAN 

LO/^ 

LOAN 

LOAN 

INT 

JeCk^ 

LOM4 

LOAN 

LOAN 

LOAN 

LQM4 

LOAN 

LOAN 

INT 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

LOAN 

WT 


FIXED im4 AD- 
FIXED TERM AO- 
FIXED 71NMAO- 
FDOEO TERM AD- 
FIXED TERM AO- 
FIXEDTERMAO- 
PIXEOTERMAO- 
mSOTERMAO- 
RXEOTERMAO- 
nXEOTERMAO- 
FIXED TERM AO- 
FIXED TERM AO 
FIXED TERM Aa^ 
FIXED TERM Aa 
FIXED TERM AO 
FIXED TERM AO- 
FIXED TERMAD . 
INTEREST CHA- 
Raversa Aceniat 
FIXED TERM AO- 
FIXED TERM AO- 
FDCEOTERMAO- 
FIXED TERM AO- 
FIXED TERM AO- 
FIXED TQtM AO.. 
FIXED T8W AO.. 
INTEf^TCHA. 
FIXED TERM /UI- 
FIXEDTERMAD- 
FKEOTERMAO- 
FlXEOTEnK AO- 
FIXED TERM AO- 
FKEOTERMAO- 
PD^TERMAD- 
FIXEOTERMMI- 
FUaOTERMAO- 
FIXEDTERMAD- 
FIXED TERM AO- 
FIXED TERM AO . 
mSRESTCHA... 
Revane Amrual 
KTERESTCKA» 


KPARADtS- V>6012B 
a.FOUNTAM V«)12S 
O.FOUNTA1N V-S0128 
OiKX/KTAJN V>80128 
G.FOUNTAIN V-S0128 
H PARAOSE V*50128 
O.FClUNrAIN V-S0128 
Hi>ARMMS.. V-60128 
O.FOUNTAIN V-80128 
ASTROOA- V-S0128 
KPARAOS . V-60128 
AS'mOGA V-50128 
OJ’OUNTAIN V-60128 
AS’moOAr. V-5012S 
Qi^OUHTAM V-S0128 
ASTROGA.. V-S0128 
KPARACKS- y«S0128 
O.FOUNTAM V-S012B 
O.FOtMTAIN tA50129 
OF/AomP V.S0128 
ASTROGA- V^128 
OmiNTAIN V-«)128 

G. FCAJNTAIN Vi«0128 

H. PARM)t$- V-60128 

H PARADIS. V-80128 
HJ>MtAOIS- VS0128 
OFOlff/TAIN V-E0128 
1SUE8PO- V-S0128 
HJ>ARADIS- ^AS0128 
G.FC^m/W V-50128 
GFOWTAM V-80128 
G.FOUNTAM V-5012B 
HPARAOS- V-5012B 
aFOlMTAIN V-50128 
OF^MTAIN V-S0128 
OPOUNTAar V-W128 
QFOtmAM V-50128 
OPOUNTAM V-60128 
0 FOUNTAIN V-50128 
OPOUNTAIN V-60128 
HELLESPO . V-50128 
POOL V-5012B 

HaLESPO- V-S0128 


C^-CA41- 

Ceah-CMI- 

Caeh-CAil- 

Cedt-CAII- 

CMh-CAII- 

Cedi-CAII- 

Ceeh-CMI- 

Cedt-CAil- 

Ceeh-CAII- 

Caeh-CAII- 

(^-CAIU 

Ceah-CAll.. 

Cedt-CMI- 

Caeh-CAtl- 

Cuh-CAil 

Ceeh-CAII- 

Ceth-CAil- 

Cesh-CAII- 

Cad)-CAI1- 

Esehen^eBe— 

Cuh-CAil- 

C«sh-CAi1..' 

Cach-CMI- 

Ceeh-CAII- 

Caeh-CAII 

Ceek-CAII- 

Caah-CAII- 

2fi3D2X:arr- 

Ceeh-CAII- 

Cedi-CAII- 

Ceeh-CAIU 

Cadi-CAII- 

Ceeh-CAll- 

Cesh-CAII- 

Cadi-CAil.. 

Ceeh-CAIV. 

Cesh-CNI- 

Ceeh-CAIU 

Ceeh-CAII. 

Cash-CAII. 


InapecEon 

Chack 

2^7/2001 

INSP. 

OlWSPECmON- 

GOLDEN F- 

V-50128 

Ceeh-CAII- 

Qanerd JotirmI 

2/28/2001 

Je-Ck-ies 

Aootual 

Q Fountain 

V-5D128 

kkefett 

Gmwd Joiffnd 

2/280001 

JeOk. 1 «b 

Acotud 

e.8afflnte-4 

V-60128 

AecounisRa— 

Chedc 

4/27/2N1 

PYMNT 

CALEB BRETT U- 

GFOUNTIAN 

V-50128 

Caah-CAII- 

Chedc 

srasooi 

PYhWT 

CML INSPECTION 

OPOUNTAIN 

V-50128 

Caeh-CAII. 

Qieok 

500001 

PYMNT 

OIL INSPECTION 

HPARAOS.. 

V40128 

Cash- CA1 1 . 

OmA 

6/3/2001 

PYMNT 

OLINSPeCTKM.. 

AGAM4M 

V-5012B 

Cath-CAII . 

Oenerd Journal 

5/31/SKM 

Je-Ck-20 

Revarae Accniai 

POCK. 

V-50128 

Afioeurils Re— 

Oieck 

mam 

PYMNT 

CALEB BRETT U. 

AGMMM 

V.50125 

Cash.CAII- 

Owek 

mam 

PYMNT 

CALEB BRETT U- 

AGANMM 

V-50128 

Ceah-CAil. 

General JMund 

7/31/2001 

J»Ok-24 

Reverea Aoonid 

Pod 

V-80128 

PlpateCka- 

Depoek 

8/4/2001 


CAi 

O FOUNTAIN 

V40128 

Cadi.CAit- 

Chedc 

svi4aooi 

INSP 

mSPECTORATBL 

ASTRO OA- 

V-SD128 

Cash-CAII- 

Omdc 

V14/2001 

»ISP 

WSPECTORATE- 

ASTROGA.. 

V-50128 

Cash. CAI U 

Chedc ■ 

s/14/2001 

INSP 

NSPECTORATE. 

AS'mOGA . 

V4012B 

Caah-CMI- 

Oveok 

SH4RQQ1 

»I3P 

WSPBCTORATE- 

AsmooA. 

V-S0128 

Ceah-CAII- 

Owdi 

S/M^1 


OILtNSPECTTON. 

OPCXRTT/^ 

V-50.128 

Ceab-CAII- 

Owdc 

wistwtn 

INSP 

OILINSPECTION- 

A.0AMMM 

V-50128 

Cash. CAI 1- 

Cheek 

■ 8Q8/20Q1 

INSP 

OllNSPECTION 

OERAM 

V-50128 

Ceeh-CAi1- 

Owdc 

BQ8GO01 

P/SP 

08. INSPECDON- 

GPOWIT/UN 

V.60128 

Caab.CAII— 

Check 

&G!8A»01 

»ISP 

OIL INSKCnON- 

G.TOUNT/UN 

V-6012e 

Cash-CAII- 

Oieck 

marsxii 

»JSP 

OIL INSPECTION- 

RPARMNS- 

V-50121 

Oiah-CAil- 


Amount Beiance 



•1,048.17042 .1,048,17042 



Pas# 3 
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<^16 PM 

Accrad BsbIs 


Bayoil Supply & Trading, Ltd. 

Transaction Detail By Account 

January 199S through Dacember 2003 


8^80001 

12/31/2001 

8/10/2002 


INSP 

Je4:k>82 

KSP 


OBCSHiPPINO I.. 
Accrual 

INSPECTORATE- 


ASTRO OA- V-60128 
Pool V-SD128 

OAOtMTAM V-SD120 


CMh'CAII- 

EdlmaledC-. 

BNPI^dbaa- 


Redacted by Permanent Subcommittee 
on Investigations 


Oamral JeumM 
Oanwat JoumM 
Owck 
OmOt 
ClNM^ 

ChMk 

Check 

Check 

Cheek 

Genwal JeumM 
Oenaraj Journal 
Oenerat Journal 
Owiand<toumal 
Q«wral Journal 
OMeral Jeumai ' 
OMenil Jotarul 
Caneral Joum^ 
Chedr 
Check 
Check 
Check 

Oeneral Joumel 


2/26/»)01 

2/2W2001 

menooi 

iisasoi 

3^40001 

3/21/3001 

V2V2W 

3/30/2001 

3/30/2001 

301/2001 

3/3iaooi 

3/31/2001 

3/31/2001 

3/31/3001 

3/31/2001 

3/31/2001 

aotaool 

4/120001 

4^4/3001 


Clwek 

Che^ 

Oeneral Journal 
Geiwal Journal 
General Journal 
GertereUaunal 
OeneralJotml 
General JownM 
General Jsunmi 
General .kHimal 
Oenerd Jownal 
GenereUBuinel 
Chech 
Owek 
Total 

DcnHimge 
Otmarai Journal 
General Jmmiai 
General JMimal 
Genwal JeurnM 
Oieek 

G«wrM Jcurrwl 
Detnunaji^ 


SAGOOI 
6/3 10301 
6G1/3001 
^VISGOOI 
6/130001 
600G001 
6/30/2001 
6/30/2001 
6/30/3001 
6/30/2001 
600/2001 
6/30G001 
6000001 
6000001 
7/310001 
11/70001 
10010002 


2/28/2001 

301/2001 

301/3001 

60on»oi 

W40001 

SOQ/2001 


Je4%.1Sh 

Je-Ck'1lb 

FREIGHT 

PimWT 

PVM4T 

PWNT 

PWNT 

PVMNT 

PVMNT 

Je-OMM 

J*4af04 

JeOi4>4 

Je<ai4I4 

JeOi4SA 

J»<M5A 

J»Ch-06A 

Je^-osa 

PYMNT 

PTMNT 

PYMMT 

PTMNT 

JeOfSI 

JaCfeJM 

PTMNT 

PVMNT 

Je>CM7 

Je^4t7 

Je>Cb«tO 

JeO<10 

J»Ck-10 

JeCk<10 

J*«lE<11 

Je<%-35 

J»Ck-24 

PROHT 

PRQHT 


J*<»-16b 

Je4:h'20 

Je-CkOO 

JeiCk-18 

DEM 

Je-Ck<34a 


Accrual 

PM. ENERGY C- 
KEae5PONT8- 
ASTRO T/M<ER... 
PENMSUIAPET- 
AVINMTLSA. 
P/IL ENERGY C. 
FAL ENERGY C- 
Revaraa Accrual 
Accrual 
Recites 
AeennI 
Accrual 


H ParedieeG 
A OaffliT»4 
G FOUNT.. 
Hi>ARAnS... 
AOAMMA-4 
A.OMMM 
H.Paradlta_ 


V>60128 

V*8C128 

V*6Q128 

V40138 

V-80128 

V-80128 

V-S0128 


Reverae Aecnal 
ASTRO TANKER- 
HEUESPOIT S 
LUCAS MOSS S. 
THSKAN006R- 
RavaraeAeoruM 
Reveres Aftcrwd 
HELLESPONT S- 
HEU£SPQNr8- 


RedMS 
Rmeree Accrual 
Rewarea Accrual 
Reveres Accrual 
Redaea 
Reverae Accrual 
LUCAS MOSSIS- 
OULFAGENCY- 


KPARAOIS.. V-5012a 
H.Paraill»»3 V-S0138 
A.Qamrna-4 V<80128 
A.Omira^ V*50128 
A.Qernma-4 V-60128 
A GanHna.4 V-60128 
O. Fountain V-S0128 
O FouNain V-60128 
KPan<»t»G V-S0128 
KPaistfleeG V'$0128 
A.GeminB-4 V-6012a 
HJ>ARA0IS. 

HPARADIS- 
POOL 

A 04MM-4 
H.PerGre- 
H.Per-3a4. 
A.G4MAM 
A.GMMM 
A.QAMM-4 
K 


RPetaiSeeG 
RParaJItaG 
K PeradieeG 
A.OANMA4 


V-60128 

V-B0128 

V.S0128 

V-60128 

V-60128 

V-60128 

V^128 

V-60128 

V-60128 

V-6012B 

V-SOIZI 


V-50t28 

V^128 

V-6at28 

V-60128 


G.FwMiWn-2 V-50m 
Q.Fovnle>n V-SOUB 
A.OAMMA-4 V-M138 
H PARADIS- V-50128 


Accrual a.eBnuRa-4 V-6D128 

Reverse Accrual GF/AOA1P V-$0128 

, ActauM CERAM V-60128 

Redaea A QemmeA V-60128 

AVWNTISA OERAJIl^ V4012B 

Reverae Aceruet OaranI ^ool) V-50128 


AcccunleRe— 

Ceth-CAII- 

Caeh-CAII- 

Ceeh-CAII- 

Caah-CA(1- 

Cesh-CAII- 

Ceah-CAII.. 

Ceeh-CAII... 

EeUrnalad C... 

EetimaM Cm. 

EsUrneladC 

Eetlmeted C.. 

-SPUT- 

Frelght 

EaSmaMC- 

Eedmatsd C— 

SNPPsnbeaM 

Ceeh-CAII- 

BNPParlbaeM 

BNPParibasM 

AceouithiRB . 

Accounts Re. 

BNP Partee.M 

BNPPsilbae- 

FreloM 

-SPLIT- 

FrelghI 

FfdgM 

FreigM 

Frdght 

Freight 

Freight 

UC Charges 

Pipeline Oia.M 

SHP Panbee- 

BNPPsnboa 


Aeeeunie Re- 
Erahange ga— 
Eichenge ga 
Satee>OUP.M 
Caah-CMI- 
EeibneleifCM. 


NWiranca 







r“ 


GenertdJwmal 

2/2SAQ01 

J*<3(>16a 

Mranioi 

a.FeuittBln 

V-S0128 

Mwest 

Redacted by the 

OensralJcumd 

2/28/2001 

Je-<%-16b 

Accnnl 

a. gamma-4 

V-SC128 

Aooowiie Re.M 

1 Pf!-rmanAnt 

Check 

3a3/»)01 

PYMNT 

CRAIG FERQUS- 

G.FOUNTAM 

V-6012i 

Cash-CMI- 



Oonwat Journal 

301/2001 

-hHCk-2fl 

RevereeAccruef 

OF/AGAIP 

V-SD128 

Exehangega— 

1 on Investigations 

OMierai Jcurael 

12/31/2001 

Je-Ck-06 

Reverse /Leeruai 

«. gammas 

V-50121 

Demurrage — 



ToM Insurance 







-28573.76 

-28573.76 

UCUiergee 









Chedt 

' 1/18/2001 

VC 

ITALT1K»1SRL 

OOU^NF- 

V-6013B 

^wh-C/yi.„ 

•«,7SOJ10 

•S2,ra050 

General Joumd 

1/31/2001 

Je«h-14 

Aeeniel 

G.Fountdn 

V-S0128 

Canioeintta— 

sz,79aoo 

04)0 

Oeneral Joumd 

2/28G001 

Je-Ck-18a 

AeoriMl 

0. Foimlein 

V-6012B 

Intersel 

•«Z, 780.00 

-62,79050 

Oeneral Joimud 

3/28/2001 

Je-Ck-ISb 

Accrual 

a. gamma-4 

V-60128 

/LooounlaRe- 

-M.OOOJX) 

'102.78050 

OMeralJotenai 

301/3001 

AhOtria 

Revwee Accrual 

OF/AOhtP 

V-60128 

emhangege— 

60,000.00 

-62.78050 

TdalUCOiaq^ 







-82,790.00 

•£2,79050 . 

Mght 









Qieek 

1/1W2001 

FREIGHT 

TANKWSINTEm 

OOU>ENFm 

V-60128 

Ceeh-CAII- 



Cheek 

1/22/2001 

FReOHT 

TANKERS INTE- 

GCM^NP- 

V-60128 

Caeh-CMiM 



Oenerai Journal 

1/31/2001 

jB-Ck-14 

Accnial 

O.FouiMln 

V-60128 

Ceipoe In Mu. 



Check 

2/20/2001 

FI^GKT 

/LSTRO TANKER- 

A.GAM<tM 

V-5012B 

Cath>CAI1.M 



C^ 

3/27G001 

WEIGHT 

ASTRO TMMER- 

AGAM4A.4 

V-60128 

CaBh-CM1.M 



»edc 

2/36/»>01 

FREKRIT 

FAL ENERGY C.M 

O FOJNT- 

V^0128 

Caeh-C/W1.. 



denerd Joumd 

2/38/2001 

Je-Ch-IEe 

Accrual 

O.Fouatetn 

V-60t28 

Mateel 





-7.488,771.78 • 

Redacted by the 
Permanent Subcommittee 
on Investigations 


273.10657 


273.10657 


Pages 





4:16PM 
07/t6/M 
Accruid Bati* 


Bayoil Supf^y & Trading, Ltd. 

Transaction Detail By Account 

January 199$ through Oecunber 2003 


Twhi 

Data 

Nura 

Nama 

Mama 

Ciaaa 

SpNt 

Amojmt Balanca 

POianctChvgea 

Chadt 

I/ISQDOI 

FREGHT 

TANKERS INTE-. 

OOtOENF- 

V-$012B 

Cash-CAil- 


Ctiaok 

1020001 

ntECHT 

TANKEl^MTS.. 

GOLDEN P.. 

V-S0128 

Caab-CAII- 


Qwiwral Jiwmd 

1/31/2001 

Ja-Ck-14 

Aeeraal 

Q. Potmtam 

\A60128 

Caigoaintra— 


Owek 

TsaxiOi 

PIPE 


OOLDENF-. 

V.S0128 

Caah-CAll.- 


Omsk 

2/6/2001 

BC 

CARRFUTUI^ 

O.FOLMT. 

V40128 

Cadi-CAII.- 


Oteek 

Tmooi 

8C 

CARR FUTURES 

O. FOUNT-. 

V-60128 

Coeh-CAil- 


Owek 

2/13/2M1 

IC 

AKIADtAPBTR... 

□.FOUNT- 

V40128 

Caah-CAil- 


Ciwdc 

2/14/2001 

BC 

OIRR FUTURES 

aFOWO’- 

V401U 

Caah-OVI- 


OUMk 

2/20/2001 

Ff^lGHT 

ASTRO TAMISR.. 

AGANMA^ 

V-60128 

Cath*CAI1.- 


Ctook 

201/2001 

FVMT 

Phibre 

0. FOUNT-. 

V-60128 

Caah-CAtl- 


Owak 

2020001 

wr 

ITALTCCMSm. 

aPOUNT-. 

V4012S 

Caah*CAI1- 


Chat* 

2/23/2001 

BC 

CARR FUTURES 

O FOUNT- 

V-60128 

Caah-CNI- 


Chad: 

2060001 

BC 

CARR FUTURES 

Q. FOUNT- 

V-60128 

Cadi-CMI- 


(%adt 

vxrmrt 

raEKSHT 

AST^TANISR^ 

AOAMM-< 

V-60128 

(^•CAi1- 


Charic 

vztnsM 


FALETCRCYC.. 

O.FOIMT- 

V-60128 

Caah-CAtl- 


Qanard .toiiRH^ 

2080001 

JaJI^E-IBa 

/^ceruai 

O.Fountun 

V>60128 

hAaraat 


OanandJmmai 

2/280001 

Ja.ar«1Bii 

Aeouai 

KParadBaG 

V-60t28 

AeoeuniaRa— 


Chac* 

3/8/2001 

PimiT 

HELIESPONTS... 

HPARAOtS.. 

v-6om 

Caah-CAII- 


Cbaek 

3/6/2001 

PYhfT 

SUhED 

HJ>ARAC»- 

V-50128 

Cadi-CAII- 


Chaefc 

3020001 

P'iVHf 

SUMEO 

H PARADISE 

V.60I28 

Caah-CAII- 

\ 

Ctwd( 

3/140001 

pyvnr 

ASTRO TANKER... 

AOAMNVM 

V-6012B 

Caah-CAII- 


Chad: 

3/1^20)1 

BC 

BAMI CHARGES 

QJKM^AIN 

V-60128 

Caah-CAil- 

Chaek 

300/2001 

PYNWT 

8UMED 

OJKXMTAM 

V-60t28 

Cath-CAil- 

Chaek 

3/21/2001 

pyhWT 

POINISUUPEr 

AOAMMA-4 

V.S0128 

Caah-CAII 


Owek 

30SO(»1 

PYhWT 

RUSNAFTA/MPE 

RPARAUS. 

V-S0128 . 

Cadi-CAil- 


Bhaek 

3080001 

WT 

UN/TB) NATIONS 

KPARM^ . 

V(60128 

Cath-CAII- 


CiMCfc 

3080001 

PYMMT 

AVININTLSA. 

aParadaa,- 

V-50t28 

Cadi-CAII- ' 

Chadc 

3000001 

PYMNT 

PALENEROYC.. 

H.PARAOtS- 

V-60t28 

Cadt-CAII- 

\ ' 

Oanarat Joumat 

3/31/2001 

Ja>Ck40 

Raxacaa Acen«i 

OF/AOMP 

V-5012B 

EnNangaga— 

\ 

DapoaH 

400801 


P<«T ARTHUR - 

AGAhMA-* 

V-6D12B 

BanguaBrui— 


Chaek 

40/2001 

BC 

BANK CHARGES 

AGAMMA.4 

V-60128 

Caah-CMI- 


Chaek 

4/40001 

PYhWT 

OutWraam 

AO/HMMA-4 

V-60128 

Caah'CAil- 


Chaek 

4/S0001 

BC 

BANK CHARGES 

QI&MTMi 

V-60128 

Caah-CAII- 


Chaek 

4/6/2001 

BC 

BANK CHARGES 

KOfiUMM 

V-60128 

Caah-CAil- 


OHMlt 

4/»20Gt 

BC 

BAhK CHARGES 

O FOUNT/UN 

v-som 

Caah-CAII- 


Oiaok 

400001 

PYMNT 

CAi 

A4MMM/V4 

V-60128 

BanquaBnet— 


D^>ottt 

4/0/2001 

' rw 

PWr ARTHUR-. 

«. Oanima-4 

V-60t28 

Cath-CNI- 


Chaek 

«12/2001 

BC 

8ANK01ARGES 

AQM««V4 

V-80128 

Caah-CAll- 


OHMk 

4/120001 

BC 

BANK CHARGES 

GSIAM 

V-6812a 

Caah-CAII- 


DapotR 

4020001 

REV 

VALERO MARKE-. 

AGAMMAr4 

V-60128 

Caah-CAII.- 


OURk 

4/12/2001 

PYMNT 

CAI 

AOAM4A4 

V-60128 

Panbaa . 


Dafwia 

4/iaoc»i 

REV 

Enoft 

OJOUNTAiN 

V-60128 

Caih-CA/1- 


Chaek 

4/190001 

SC 

BANK CHARGES 

OPbUNTAlN 

V-S0128 

Caah-CAII- 


Dapodl 

4/20/2001 

REV 

Emn 

aFQUNTAIN 

V-6Q128 

Caah-CAtl- 


Chaek 

4040001 

PYMNT 

imeSPONTS.. 

H.PARAOiS-. 

V-60128 

Caah-CAII- 


Otack 

407/2001. 

PYMNT 

CALEB BRETT U.. 

GJOUNTAM 

V-S0128 

Cath-CAII- 


Chaek 

900001 

PYMNT 

OIL INSPECTION. 

AOAMMA-4 

V-a)128 

Caah-CAII. 


Chadt 

600001 

PYMNT 

CALEB BI^U 

A.0A4MA4 

1A60128 

Caah-CAll- 


Chadc 

V40001 

OEM 

AVININTLSA 

OERAM(Po... 

V-6012B 

Caah-CAII- 


Chaek 

6/180002 

MSP 

INSPECTORATE - 

OFCAMTAIN 

V-5012B 

BNPParihaa- 


Total Plnanoa Chargta 
Ughtarina Chargaa 






•100.553.10 -100/S53.10 



Ja^tMBb 









A iianima.a 


nccouras R#— 


Gwwat Joumd 

3131/2001 

Ja-Ck*20 

Ravana Aecnial 

OP/AG/HP 

V-6012B 

Exehangai^- 

Redacted by iJie 

OMok 

4/4/2001 

PYWIT 

Gutfatnam 

A0AMMA4 

V-S0128 

Caah-CAJI- 

Dajndl 

6010001 

OEM 

PORT ARTHUR « 

AGAhMA-4 

V-50128 

Cadi-CAII- 

Permanent Subcommittee 

Eh^wak 

a/4/2001 


CAt 

AOAMiAM 

V-50128 

Caah-CAII- 

on Investigations 

O^ieaM 

2/6/2002 

WT 

Outfaliaaw 

A.OAM4A-4 

V-S012f 

Caah -WaBa-, 





Tofd Ughfarins Charga 





z 

27.673.01 27^17301 


ToMCoMoTSiaM 


•M,sia,a»jia 


-Sa, 818^02 
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4:i6pM ‘ BayoU Supply & Trading, Ltd. 

oTrtfiw Transaction Detail By Account 

Accrtiai January 199S through Decentbar 2003 


Typa 

Data 

l^m 

Nama 

Memo 

Claaa 

Sput 

Bank SMvica Chargat 
ctMck iiaizm 

WT 

ITALTECHSRL 

aPCWNT- 

V.60128 

Cssh.CAli.. 

OanarM Jownai 

203/2001 

Ja4:a(.16b 

Aoorual 

H. Paradha.3 

V40128 

Aoeounta Ra.. 

Omde 

3/6G001 

BC 

BANK CHARGES 

OTQUNTAJN 

V.S012S 

Cart.CAII.. 

Ctwdi 

3/6/2001 

BC 

BATOtOIARGES 

O^OLRITAN 

V-60128 

C^.CAII.. 

Ctw^ 

3/B/30O1 

BC 

BANKOIARGSS 

OJOWTAIN 

V.5D12S 

Cart.CAII. 

C2>adt 

3/13/2001 

BC 

Phibro 

aPOUNTAIN 

v-eann 

Cart.CAII.. 

CtM«fc 

3/130001 

BC 

BANK CHARGES 

a.FOUNTAIN 

V-60128 

CMh'CAil.. 

ciwde 

3ns/2oai 

BC 

SAmOMRGES 

G/OUNTAIN 

V4ei28 

Cart.CAII.. 

Chack 

3/15G001 

TO 

SHELL Mn,TR.. 

G^OUNTAM 

V.S012B 

Cart-CMI.. 

Chaek 

SnSGOOl 

BC 

BANK CHARGES 

O.RXJNTAiN 

V.S0128 

C^.CAil.. 

Cbadr 

snsGooi 

TO 

BANK CHARGES 

omJNTAIN 

V.50128 

Cart-CAiU 

Oiacdt 

ansGool 

TO 

GJWKCHMlGeS 

O^OWTAiN 

V.6012B 

Cart-CAII.. 

Owdt 

a/26/2mi 

WT 

UNrTE0t4ATK»lS 

HJ>ARA0I3.. 

V^128 

Cart-CAII.. 

C%8ek 

3/26/2001 

BC 

BAI«<C»tARGE5 

GJKXJNTAM 

V.60128 

Cart.C/U1.. 

Owck 

a/28G001 

BC 

BANK CHARGES 

O.FOUNTAiN 

VJM>128 

Cart. CM 1.. 

Ctoek 

3G0G001 

BC 

BANK CHARGES 

OPOLWTAM 

V.50128 

Caab-CAII.. 

Ctwek 

4/2/^1 

BC 

fSANK CHARGES 

G.fOL»4TAtN 

V.6012a 

Cart'CMU 

Chaek 

4/11/3B01 

TO 

BMIK CHARGES 

O.POUmAN 

V40128 

Cart'CAil.. 

OatwrM Journal 

SniGOOl 


RavaraeAmuot 

POOL 

V.50128 

Acootnto Ra.. 

DapoaB 

SM/aioi 


CAI 

G.POUNTAIN 

V40128 

Cart.CAII.. 

ToW BankSaivlea ^wtgea 






SwapJlookotrt 

- Chaek 

2G1G001 

pwr 

Phibra 

G,FOt»IT,. 

VJ»128 

Cart.CAII.. 

Oanaral Jourmil 

2G8/2fi01 

Ja4:k-1Sa 

Accrual 

O Fminlak) 

V.SQ128 

Marati 

DaiioaB 

aGGOOl 

REV 

Olanooia IMmaSo. 

O.FOUNTAIN 

V4M128 

Cart.CAII.. 

D^oaB 

3GGffil1 

RD/ 

Phibra 

OPOLINrAtN 

V-50128 

Cart.CAII. 

D^oiBI 

3GG{K)1 

REV 

ARCADIA PETR.. 

OFOLNTAW 

V.S0128 

Cart- CM 1... 

O^RMlI 

30O/»KH 

REV 

Phibra 

O.FOUNTAM 

V.50128 

Cart. CM 1.. 

OattanaJounuJ 

3G1GQ01 

Ja.Ck.20 

RavarMAcorual 

OF/AO/HP 

V40128 

Eachangaga . 

Depart 

4/4G001 

REV 

BP Ofl. INTERNA. 

a.FOUNTAlN 

V.6012B 

Cart. CM 1,. 

D(^ort 

4GG001 

REV 

Phibra 

G FOUNT/UN 

V.50123 

Cart-CMI.. 

Drtort 

4G0G0O1 

REV 

SHEUINTLTR. 

GFOUNTMN 

V.50123 

Cart. CM 1.. 

CMMfai Jowrurf 

501/2001 

J»Ck.20 

Ravaraa /Lectuol 

POOL 

V.S012k 

AcaauRla Ra.. 


ToW Swapi^ooltcill 


Amount Balanca 



1,142342J>0 t.142>42.00 


ComnOasioiu 

GonaratJounwl tWZOOi COM 

GananriJoumd 2/8/2001 COM 

OaMni.}o»nat 2A/3001 COM 

OanarBi JoufT»l 2/12/2001 COM 

OananlJounal 2/12/2001 COM 

OManIJwmwl' 2/120001 COM 

OaiwraiJoumM 2/13/2001 COM 

Ganml Journal 2/230001 J*0/*13a 

GanwniJoufluM 3A/3001 COM 

OanaralJouniM 3/7/2001 COM 

QammlJoumM. aA/2001 COM 

QnmralJourrwl 3/12/2001 COM 

Owwral Journal 3^3/2001 COM 

OmmlJoumal 3/140001 COM 

Qonaral Journal 3/150001 COM 

doflOfaiJouiml 3/130001 COM 

OanotalJeumal 3f1ft0001 COM 

Oanavai Journal 3/130001 COM 

Oaiwrnt Journal 3/20/2001 COM 

GanwalJoiifflal 3003001 - COM 

OartaralJotHnM 3/21/2001 COM 

OaitarMJoumal 3/21/2001 WCOM 

OanaralJoumal 3O2/afi01 COM 

OwMNMJoumM 3/23/2001 COM 

l^mMJournai 3/28/2001 COM 

OartoiaiJaumM 3/27/2001 COM 

QanafMJoumal 3/280001 TOM 

GartaralJoumM 3/290001 COM 

Gwiaml Journal 3/3e/^1 COM 

Oanaral Journal 3/S1/2W1 COM 

GanamlJownM 3/31/S»01 Ja.Ck.2Q 

OoAarMJow^ 4/2/2001 

OanaraiJoumM 4/2/2001 COM 

Oanarat Journal 4/3/2001 TOM 

OmamJoutnal 400001 TOM 

GenaralJoinia! 4/4/2001 

GafteraiJoumM 4A4/S301 COM- ' 

OanarMJownaJ 4/S/»]01 COM 

GenaraJJoturai 4/5/2001 COM 

Oanmri Joimal V&TSO^ com 


TOMMSSONS GOlOENF> V.50123 

COtiMISStONS GOLOENF . V50123 

COMASSIONS GOLDEN P... VLS0123 

C03MSSION5 GOLOENF... V.60123 

COMMI3SiONS GOLDEN F... V40121 

COMMISSIONS GOLOENF.. VS0133 

COIMISSIONS GOLOENF.. V.6am 

Acenial 0. Pomiatn 

COMMSSIONS GOLOENF V«>123 

CONMISSIONS GOLDEN F V.60123 

COMrBSSIONS . QOUNtN F . V.6D128 

COMMBSIONS HEUESPO- V.60m 

COMMISSIONS HELIESPO- V.60128 

CONMSSIONS HEOeSPO. V<»12B 

COMMISSIONS HELLESPO^ V40123 

CONMSSIONS KEUJE^.. V.$0128 

CONMSSIONS HEIIESPO.. V-90128 

CONMSSIONS GOLOENF. V40128 

COMMISSIONS GOLOENF.. V.50138 

CONMSSIONS HEUESPO. V.50128 

COMMISSIONS GOUI^F.. V.«0128 

COMMSSIONS HEUE5PO.. V.50128 

CONMSSIONS GOLOENF.. V«I128 

CONMSSIONS GOLOENF.. V.S0138 

COMMISSIONS GTODENF.. V40128 

COMMISSIONS GOLOENF.. V.S012I 

COMMISSIONS GOLOENF.. V«I128 

COKMSSiONS GTOCXN F V.50138 

COMASSIONS 60L0EN F V40128 

COMMISSIONS ttfOesPO.. V40128 

RavanaABarual.t GP/AG/W V.5012f 

GOIKNP.. V45012S 

COMASSIONS HELLESPO.. V«I128 

COMMISSIONS GCHiJENF.. V4S0128 

CONMSSIONS HEUESPO.. V.50128 

GOU^NF.. 1^50128 

CONMSSIONS HELLESPO. V.60128 

COMMISSIONS 6WJ3EN F.. V40128 

CONMSSIONS HELLESPO.. V>60128 

CONMSSIONS HEUESPO. V.6C128 


2S3O0Catr.. 

2S30&/CaiT.. 

2S30Q/CarT.. 

TSXaCvt^ 

2530Q/Carr.. 

2S30lVCm.. 

28300/Carr_ 

Maraai 

2530aCarr.. 

2S300/C8fr 

2S3IXUCarr 

253CI2/Carr.. 

25302^^.. 

2S302A:mt.. 

2S3a2/C:arr_ 

tsxnjcmt^ 

26302/Carr.. 

2S30VCBrr.. 

2S300Catr.. 

263(ax:afr. 

26300C8rr.. 

25302/CarT.. 

25300X:arr.. 

25300iCBrr., 

XSdOWCarr.. 

2S30Q/CBfr. 

2S3D0/Catr.. 

253D0iCbit.. 

2930aCarr.. 

25302/Carr 

EmhangaBa.. 

Har^Oaln.. 

25302M3Mr.. 

2530QCarr.. 

25302/Cair.. 

HN^aG^.. 

25S>2/C8rr.. 

263O0Carr.. 

263{C/(^.. 

3S302«:;an.. 



Pega6 
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«;i6m 



Bayoil Supply & Trading, Ltd. 




07ns/M 



Transaction Detail By Account 



Accrual Buis 



January 1996 through OacHirber 2003 




Typs 

Oats 

Num 

Name 

Memo Ctasa 

Split 

Amount 

Balance 

Osmrri Jutmal 
OaMnlJHiinal 
Omaral Joumai 
GsriaralJeiiRul 

4/912001 

4/1(V»0t 

4/11/:U301 

4/12/2001 

COM 

COM 

COM 

CCM 

COMMSStONS 

COMMtSStONO 

CX3MMSSIONS 

COMMISSIONS 

HELU»*a> V^128 
HEll£SPO_ V-6012S 
r«UJESFO. V.S0128 
HeUESPO... v-6012e 

2S302/Cair.. f 

25302A:arr... I 

35302A:arr... | 
ZSStB^wr... L 

Redacted by Permanent Subcommittee 
on Investigations 

Total Contmisdcait 






•S5.44E.40 

•8S.446.40 

Hodpa Oabi ^Loas) 
teiandJewiuri 
OeiwralJeumri 
Oomnri JouRud 
OansralUaiUiBl 
GmmidJoum^ 
6tBaralJDtm»} 
OmaniJowiuri 

2W2fi01 

2080001 

Aojzm 

4/40001 

8/1/2001 

saiimt 

Js4^20 

Ja-Ci^O 

A«nal 

Acent^ 

R»arss Accrual 

iiiiiii 

^oac«r.M 
inlaraat 
0(ehBftOO sa... 
-SPUT- 
•SPUT- 

zsxatcm^ 

AccmmlsRa-. 

*2,784.00 

8,6^810.00 

781,330.00 

3,188,380.00 

3.827.m00 

m,3»).oo 

•7,476.S« 00 

•2.^30 

S.6»3^.00 

7.474,ia.00 

10.642^30 

14.m,7S8.(» 

1438139630 

7.474.168.00 

ToM Ha^ Qabl /Qass) 





7,474,1S6J» 

7374.156.00 

iidtat«rt Incoma 

Oapesl 

ttenamiJaimd 

Dapoidt 

OmfiotH 

Osnand Jowiud 

3«/20ai 

3/31/2001 

4S/2001 

4maooi 

EQI/TNI 

WT 

Ja-C»-20 

WT 

WT 

Ja-Cfe^ 

CARR FUTURES 
Accrual 

CARR FUTURES 
CARR FUTURES 
Rotwaa Accrual 

OOLE£N F^ V-6012S - 
OFMOA«> VU6D128 
QOLOSIF.. V-6Q125 
GOLDEN F.. V.5012S 

POOL V>5Q12S 

K30D«air... 

E»ha»gaga„. 

35300/08^.. 

3^0(UC8rr~. 

Aeeou4aRa_ 

152.^4.31 

149,^.87 

137370.10 

11330.57 

•149300.87 

152,424.31 

S)1 .72438 
4393K38 
451^.68 
301,724.98 

Total InUmstlneoma 






301,72438 

301,72438 

TOTAL 






•3.72B,81&33 

-3.n8.810.SS 


Pi^tB 
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January 2005 


TERMS AND CONDITIONS 
OF 

STORAGE SERVICE OF SIDI KERIR DISCHARGED CRUDE OIL 


1 - Schedulina Procedures : 

a) Scheduling of vessels at Sidi Kerir shall be placed according to the 2005 
Transportation Agreement with best endeavor by both parties to 
accommodate any required changes. 

b) At the time of providing nominations as per Article 2.03 (a) of the 2005 
Transportation Agreement - i.e. by the fifth (5th) of the month before the 
month of arrival at Sidi Kerir - Shipper shall inform SUMED of his intention 
whether to store the discharged crude for up to 14 days from delivery or to 
store it for a longer period. 

c) However, for lifting of stored quantity from Sidi Kerir, and unless it is agreed 
upon in the monthly schedule. Shipper shall provide SUMED with 10 days 
notice (minimum) of intention to lift such crude with SUMED’s doing its best 
to meet Shipper’s request. 

2- Size of Vessels Calling on Sidi Kerir: 

The minimum vessel size at Sidi Kerir shall be 50,000 DWT and minimum 
cargo size shall be 40,000 Metric Tons. 

3- Laytime and Berth Occupancy: 

3.01 SUMED shall be allowed, weather permitting, as laytime at Sidi Kerir the 
following times in hours:- 


VESSEL SIZE Discharging Loading 


Vessels over 320,000 DWT 62 68 

250.000 - 320,000 DWT 52 58 

200.000 - 250,000 DWT 46 52 

Less than 200,000 DWT 38 44 


Permanent Subcommittee on [nvestigations 

Bayoil Diversions Report 
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Suli Kerir Storage Terms & Condiiions 2005 


3.02 Shipper shall be allowed the following berth occupancy times at Sidi Kerir 
in hours: 


VESSEL SIZE 

Discharaina 

Loadina 

Vessels over 320,000 DWT 

52 

58 

250,000 - 320,000 DWT 

41 

48 

200,000 - 250,000 DWT 

36 

42 

Less than 200,000 DWT 

28 

34 


4- Measurement of Quantities and Quality Determination: 

a) Measurement of Discharged Quantities; 

Measurement of quantities of crude oil received from Shipper at Sidi Kerir 
shall be by hand gauging of shore tanks. 

b) Quality Determination: 

Shipper will, at its discretion, appoint a recognized surveying company 
accepted by SUMED. The ship-board automatic samplers, owned and 
operated by the surveying company, shall be used to collect representative 
samples to be taken automatically at the ship’s manifold during discharge. 
Separate samples shall be collected for the bulk of the cargo and the final 
sea-line fill. The samples collected shall be used for the custody transfer 
quality determination. All inspection cost including the hire of the manifold 
automatic sampler shall be for Shipper’s account. 

The performance criteria should be according to API CH 8.2. The manifold 
samplers must be certified in compliance with Series 150. It is the 
responsibility of both the ship Master and the Charterer to ensure that the 
operators use only tested and certified instruments. 

In case of sampler failure, the ship composite samples and free water 
measurements on arrival to Sidi Kerir, carried out by the Shipper’s 
representative and witnessed by SUMED representative shall be used for 
custody transfer quality determination. 

5- Applicable Storage Service Fees and Settlement: 

For quantities discharged at Sidi Kerir for storage as notified by Shipper 
pursuant to Section 1(b) above, the hereunder fees shall apply on the actual 
gross quantities stored in barrels - determined as per Section 4(a) above - 
minus the loss allowance determined as per Article 6 below. Payments of 


2 of 4 
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Skli Kerir Slorage Terms A Condilions 2U()5 


such fees shall be effected by Shipper within 5 banking days from receiving 
SUMED's invoice. 

5.01 The storage period shall be from the date of discharging commencement up 
to the date of reloading commencement provided however that: 

a- For crude oil scheduled for up to 14 days storage, the minimum storage 
period shall be 14 days at the fee of US dollars 0.15 per barrel. Unlifted 
quantities shall be subject to a storage fee of 1 US cent per barrel per day 
for days in excess of 14 days and up to 30 days. 

b- For crude oil scheduled for more than 14 days storage, the minimum 
storage period shall be one month (30 days) at a fixed storage fee of US 
Dollars 0.23 per barrel. 

c- The storage fee for the period exceeding the first 30 days in either of the 
above options shall be prorated based on US Dollars 0.23 per barrel per 
month. 

5.02 In no case stored quantity shall be lifted before payment of due storage fees 
as per 5.01 (a) or (b) above. 

5.03 Fees due for the period exceeding the minimum period specified in Section 
5.01 above (i.e. 14 days or 30 days) will be effected by Shipper after the 
expiration of such period or the end of each calendar month whichever first 
occurs and within 5 banking days from receiving SUMED's invoice. 

5.04 Impact on Sidi Kerir Cargo Sizes: 


When co-loaded on the same vessel at Sidi Kerir, the stored quantities will 
not be used to upgrade the cargo size of crudes discharged at Ain Sukhna. 
i.e. No tariff adjustment will apply on the cargo originally discharged at Ain 
Sukhna based on the combined quantity resulted from such co-loading. 

6- Loss Aiiowance; 

Point one percent (0.1 %) of the net quantities delivered to Sidi Kerir will be 
considered as pipeline deemed loss i.e. shipper's stock amount will be 
credited by 99.9% (ninety nine point nine percent) of net barrels received into 
Sidi Kerir tanks. 
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Sidi Kehr Storage Terms Conditions 2005 


7- Stock Transfer: 

In case of stock transfer to a third party of quantities discharged at Sidi Kerir, 
the storage fees as per 5.01 (a) or (b) above should have been paid by the 
transferor before the stock transfer takes place. 


7.01: Stock Transfer for loading on vessels out of Sidi Kerir: 

a) When co-loaded on the same vessel at Sidi Kerir, the stock transferred 

quantities will not be used to upgrade the cargo size of crudes discharged 
at Ain Sukhna. i.e. No tariff adjustment will apply as a result of such co- 
loading. 

b) Transferee shall pay SUMED storage fees as per 5.01(c) for the period 

commencing from the stock transfer date to the date of loading from Sidi 
Kerir excluding any period paid for by the transferor. 

c) Transferee should nominate a date acceptable to SUMED for lifting the transferred 

quantity out of Sidi Kerir. 

7.02: Stock Transfer for in-country Delivery Through Pipeline: 

a) Stock transferred quantity shall be subject to an additional 0.1% loss 
allowance to that stated in Article 6.0 above (i.e. deemed loss of 0.2% 
shall apply). 

b) Transferor shall pay SUMED a transportation tariff of US Dollars 1.40 per 
gross Metric Ton of stock transferred quantity minus the loss allowance in 
(a) above. 

8- Post Expiry Period: 

In the event that Shipper is not able to lift all or part of the stored quantity on 
the agreed upon expiry date of storage, then Shipper shall be allowed a period 
of one month from such expiry to remove his crude oil from storage, and the 
same terms and conditions contained herein shall apply to such post-expiry 
period. 

9- Other Terms and Conditions: 

Where not inconsistent with the above terms and conditions of the 2005 Crude 
Oil Transportation Agreement shall apply. 
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4:1SPM 
07/4EM 
Acenul Bula 


Bayoil Supply & Trading, Ud. 

General Ledger 

/U of December }1, 2DDS 



Type Pete Num Meiwt Memo 


Cuh 

Casli4iSTM4 Overseas Ltd. 

Tidel CaUvUSTAN OwtMSS Ud. 

SfKHt Term tnvesmtmts -1 
EURO 
Total EURO 
BOV 

Total BCV 
WBL 

Isilai BBl 

invesUnent CM 

Check 2122/2001 WT 

Choc* 2/22/2001 WT 

Total Inva^em CM 

Total UEB 
Parlbes 
TtrialPat&as 

. Short Tann Investments A -Other 
Tofal Shaft Tom biveskRante -1 • Ottiar 
T<MsS Short Term Investments -1 
Bsnqua Bnucanes Lsmbait.OeMva 
Bank Bnixettea Lambert-SA-Hedge 
Total Bruxallas Lambert-SA-Hadge 
Banque Bnuettas Lambeft,0«neva • oil|er.^^. 
Total Banqua Bruxalles Lamtwt, Geneva • Other ' 
Ttrtal Banque BrureUes Lambert, Geneva 
Benque CanterMie Vaud^tc 
Total Banque Cmlonale Nteudolsa 
&W> Parlbea (UEB) Combined 
Total BNP Paifiias (UEB) Combinad 
Banque Pai^e 0M74tt. 

Total Banque Panbas 094746L 
Potty Cash 
Tow Patty Cash 
Cash-WeHa Pargo 
Total CmH • Wells Faigo 
Cash in Bank U(» - 7e8t4/tM 


tcdat Cash In BardcUOB • 76ei4/1M 


CaMi -04116028301: 




Oepaek 

2/8/2001 

WT 

CARR FUTURES 

GCHHEN FOUNTAIN 

D^wak 

2^001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Oefwall 

2/14/2001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Deposit 

2/23^001 

WT 

CARR FUTURES 

GOLDEN FOIRITAIN 

Deposk 

20612001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

General .tatimat 

2/27/2(»1 

wt 

CM 

GOLDEN FOUNTAIN 

Qefwal doomaf 

2080001 

WT 

CAI 

GOLDEN FOUNTAIN 

Oanarat Joufflal 

3/1/2001 

WT 

CAl 

GOLDEN FOUNTAIN 

Oapcndl 

3/5/2001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Deposit 

3ffi/2Q01 

WT 

CARR FUTURES 

«OLOEN FOUNTAIN 

Ganefal Journal 

30/2001 

WT 

CAI 

GOUIEN FOUNTAIN 

DeposH 

3^10001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Osnend Journal 

3/80001 

WT 

CAI 

GOLDEN FCXRfTAIN 

OanenJ Jourrail 

302/2001 

WT 

CAI 

GOLDEN FCXWTAW 

Deposk 

3/130001 

wt 

C/UtR FUTURES 

GOLDEN FOMTAIN 

Oenwai Joumat 

3/14/^1 

WT 

CAI 

GOLDEN FCXmTAIN 

Deposit 

3/15/H»1 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Deposit 

3060001 

WT 

CARR FUTURES 

GOUJEN FOUNTAIN 

Oaposil 

3/1SO001 

WT 

CARR FUTURES 

GOLDEN FOtWTAIN 


ITALTECHSRL a.POlMTAlN 
ITM.TECHSRL O.FOlWTAIN 


S^lt Amount Balance 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0X0 

0.00 

0.00 

0.00 

OJOQ 

CaBh-CAI1.„ 1,377.088.40 1X77X83.40 

Cash-CAIt-. 285.3^71 1.682,374.11 


1X62,674.11 

1X62X74.11 

0X0 

0.00 

0X0 

0.00 

0.00 

0.00 

1,662X74.11 

1,682,674.11 


0X0 


0X0 


0.00 


0X0 


0.00 


0.tH) 

0X0 

0.00 

0.00 

0X0 

0X0 

0.00 

QXD 

0X0 

0.00 

0.00 

0X0 

000 


0.00 


25300/Carr ... 

•526.794X4 

•626,794X4 

26300/CBrr ... 

•447X05 26 

^74,002X0 

35300/Carr .. 

•400,147X8 

•1X74.150.18 

253D0K:err ... 

•310,500.00 

•1X64.650.18 

2530a/Cafr ... 

•219,000.00 

•1.903,650.18 

2S300/Carr ... 

txw.oooxo 

•804,850.18 

ISSOIVCtarr ... . 

316X00X0 

-494.150.18 

26300KtarT... 

ix^ja4.oo 

734X73^ 

2S300/Cair ... 

•1,056X00.(» 

-322,mi8 

2530a/Ca«r... 

>1.750.000.00 

-2X72.126.18 

2S30V^... 

1,746, 1X6.10 

•3»,358.0B 

2630a/C8rr ... 

•1,602,6»>.00 

•1X27X78X8 

2530Q^rT ... 

949X80.00 

'978,198.08 

2S»KVCarr ... 

W1.000.00 

-127.198X8 

25300/Carr ... 

-877X36.00 

•1,104,534.08 

25300/Carr 

817X34X0 

•187X^J8 

25300/Carr ... 

•108,737.l» 

-298,037.48 

2S300/Cefr ... 

-2X74,037.80 

-2.770.QreX8 

25300/Carr.. 

-1X32.474.40 

-4,302X49X8 
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4:16 PM 



Bayoil Supply s Trading, Lti 

07116104 



General Ledger 

Accrual Baala 



As of December 31, 2003 

T«>a 

DMa 

Num 

Nama 

Memo 

Oenaral Joufflid 

3120^1 

WT 

CAI 

GOLDEN FOLMT/UN 

0«wrai Journal 

3/21/2001 

WT 

CM 

OOU^NFOUNTAM 

Dapoail 

a/22/»»1 

WT 

CMtR FUTURES 

GOLDEN FOUNTAIN 

Oamrai Jmimal 

3/23/2001 

WT 

CAI 

OOU^N FOUNTAIN 

Depotll 

3/28/2001 

Ml 

CARR FUTURES 

GOU^N FOUNTAIN 

Qenerad Joumid 

3/27/2001 

WT 

CM 

GOLDEN FOUNTAIN 

Depo^ 

3/28/2001 

WT 

CMtR FUTURE 

GOLDEN FOtMT/UN 

Omerat Journal 

3n29/2001 

WT . 

CM 

GOLDEN FOUNTAIN 

Depoatt 

3/30/2001 

WT 

CMtR FUTURES 

GOLDEN FOtMTMN 


4/2/2001 

WT 

CARR FUTURES 

GOLDEN FOUNTAIN 

Oaiwrei Journ^ 

4/3/2001 

WT 

CM 

GOLDEN FOUNTAIN 

Dapoait 

4/5/2001 

WT 

CARR FUTURES 

GOLDEN FOLMTAIN 

Omtral Journal 

4/8^1 

WT 

CM 

OOIX^N FOUNTAIN 

Oenarsd Joumei 

4/B/2001 

WT 

C/U 

GOLDEN FOUNTAIN 

Oenwal Jowmi 

4/10/2001 

WT 

CM 

GOLDEN FtH/NTAIN 

D^xwH 

4/11/2001 

WT 

CM1RfW,mES 

COLC^FCHINTMN 

Oeiwal Joumid 

4/12/2001 

WT 

CM 

OOU)&( FOUNTAIN 

Qefxral Journal 

4/16/2001 

WT 

CM 

GOLDEN FOUNTAIN 

Oenml Journal 

mw»\ 

WT 

CM 

GOLDEN FOUNTAIN 

OmmnbI Jmwnal 

4/13/2001 

WT 

CM 

GOLDEN FOUNTAIN 

General JMjmiy 

4/20/2001 

WT 

CM 

GOLDEN FOUNTMN 

General Jmjrruri 

4/23/2001 

WT 

CM 

GOLDEN FOUNT/UN 

General Journal 

4/24GO01 

WT 

CM 

GOLD^FOtMTAIN 

Genarai Journal 

4/25/2001 

WT 

CAI 

HELLE»>ONO PARAOSE 


Total Cast! > CM ie02880F 
^■h - Othar 


Tolid Caah> Othar 

TaWCaah 

Accounts Racdvabic 

Mareat Racaivid}ie-$&nm'CM 
Tdal Irdara^ Reoa>w^la46mm-CAI 
Loans Rccelvabla 
Total t^ns Rao^Ua 
intarcat fUicolvabk 
Total iniwett Recolvabta 
EMhangt Raeaivablt 
Total EKchanga ftoeafvabte 
Trade Accounts Rccelvabla 
Total Trade Aeeounta Reoelvable 


Aeeounta fUctivabIc • Other 




General Joumel 

7mnvi\ 

Ja^-18a 

Vadout 

6. Fountain 

General Journal 

2^8/2001 

Je-Ck*ieb 

Vortoua 

A Gammas 

General Journal 

3/31/2001 

J»Cli-04 

Varioua 

K Gammas 

General Journal 

3/31/2001 

Je<3i4SA 

Varioua 

0. Fountain* 

General Journal 

3/31/2001 

Je-ai-20 

Varioua 

OF/AGrtIP 

Depo^ 

40/2001 

REV 

PACC 

AQAMMA4 

D^naK 

4/9/2001 

rev 

PACC 

AOAMnVM 

Oopoah 

4/Bnooi 

REV 

Otamond Sham... 

AOAfrtrVLA 

Dopoait 

4/12/2001 

REV 

VALERO UAR_. 

AO/>MWVL4 

Deposit 

4/13/2001 

REV 

Eoon 

OJ’OUNTMN 

DoposN 

4nKy2001 

REV 

Ewon 

0 FOUNTMN 

Owwal Journal 

5/31/2001 

J*<:k-20 

Varioua 

POOL 

OTOoml^Kimal 

8/30/2001 

JeCIMir 

Varioua 

AGAMWL4 

Ganend Joumd 

7/31/2001 

Jc^k-24 

Varioua 

0. Fountain 


Total Acoounta ReoeivaUa • Other 


Total AeoouNa Reoehrabla 
INtmS'mENTS 
UeB>2200509 
ToMUEB- 2200503 
Pipallne Invaatmenta 
TaM npellm hiyeatmenia 
FIO-I8MM -USTAN ONflERSEAS LTD 
Tdai ra>4a*il4JSTMI OVERS&« LTD 
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4:16 f>M 

(rm»M 
Jtocnud Buis 


Bayoil Supply & Trading, Ltd. 

General Ledger 

As of December 31, 2003 


Type Date Hum 

UsbuiOvusessLtd. 

Total Usian Owarawo Ud. 

Souttiem Figures Investment 
Tolei SiHtfmn Fulurea imntinaitt 
MuTin Lynch Inveshnent 
T<rial MerrII! Lynch hive^ent 
iNVESTMENTS* Other - 
Total iNX^STMEKTS • Olher 


Memo t^llt Amount Balance 

0.00 

(U» 

OAO 


(M» 

0.00 

0.00 


towinwohiCnts oj» 






0.00 

Luctmll 




0.00 

Toted LudmS 




0.00 





0.00 

Total 4.IRVINO 




0.00 

D8C .hr. Mvinc* 




0.00 

Total D6C Jr. Advance 




0.00 

MvaneeS'Mw 




OOO 

Tiial Advances • OUter 




0.00 

Toted Advances 




&.W 

CMtRnJTtmES 




0.00 

tfS03K:arrPuhutes 




ooo 

Total 2S3Q3/Carr Figures 




0.00 

aSMIlCarrFubiras 




OJ» 

Toted 2530UCair Futurea 




0.00 

MSOXCsrrFuturas 




0.00 

Oenwal Jowna! S/1/2M1 

HELLE^>ONT PARAUSE 3 

Kedfie Oetn 

781,330 00 

781,330.00 

Toted 2S302/Cafr Ftdwee 



781,330.00 

781,330.(» 

3630WCanr Futuraa 




0.00 

Oeiwri Journal 2/8/2001 

GOLDEN FOUNTAIN 

Hedge Gain ... 

^.7M.OO 

-2.78400 

Oerwral Journal ' 4/2/2001 

OOLOEN FOUNTAIN 

Hedga Gain ... 

3,166,500.56 

3,163,71606 

Oananl Journal 4/4/2001 

OOLOEN FOUNTAIN 

Hadge Gain ... 

3A25.3S0.S6 

6.889,067.12 

ToM 2$300/Can’ Fulurea 



6A86.067.13 

6,689,067.12 

CARR FUTURES -Other 




OOO 

Totei CARR FUTURES - Other 




0.00 

Tow CARR FUTUI^S 

- - 


7,470.397.12 

1,470,397.12 

Recehrable-Storagc 




0.00 

Recetvable.Storage4JSA 




OOO 

Total Raceteabie^tonH{e-USA 




000 

RecelvaUe'Stonge - Other 




0.00 

Total Recelyable-Siomoa - Other 




0.00 

Total Rooetw^ta-Storaoe 




0.00 

1IS4QDMWA 




0.00 

Total 15340 DAIWA 




0.00 

470/Oroup 





471/PBrlbai Futeiras 




OOO 

Tolat 471dh)rH»a Fuiuma 




0.00 

ATO/Parttiai Ftdures 

■i 



0.00 

ToM 470/Paribaa Futioae 




OOO 

470^roup-OUiar 




0.00 

ToM 470/Oroup • Other 




0.00 


To(d 47 Q^roup 0.00 


Pages 
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4;« PM ' Bayoil Supply & Trading, Ud. 


07rtB04 General Ledger 

Accrual Balds As of December 31 , 2003 

T^t Data Num Name Memo Split Amount Balance 

4^Group 0-00 

4S8ff>arttMS Futures 0^ 

Total 4SS/PaiibM Fulutae 0.00 

MtUParibas Futures O.OQ 

T^t 4M/Psrlba8 Futures 0.00 

48S/Oroup< Other 0.00 

T(4a) 4B8ff3roup • OUwr 0.00 

Tctoleoe/OnKip OOO 

4»0)FEGRCmP 0£0 

402 iPE 0.00 

TmsI 482 If^ 0J» 

481 IPE 0.00 

Total 488 ire OBO 

487 n»e 000 

Total 487 ire ^ 0.00 

403 IPE QM 

Total 4«} ire 0.00 

4pire 0.00 

Tola! 405 ire 0.00 

400 IPE GROUP -Othar OOO 

ToW 490 ire GROUP 'CMher OJO 

ToM 400 ire GROUP 0.00 

40«Group 0.00 

48«PBrlbaa Futuraa OOO 

ToUri ssarParltMH Fubms OOO 

4B7^arit>as Rituras 0.00 

Total 487/F^ribas Futures. 000 

407iPsTlbss Futurss OOO 

Total 487/ParlbM Putufss 0.00 

4087srilMt Futures OOO 

Total 496ff>aribsa Futures 0.00 

iSfilParlbas Futures 0.00 

Total 49S/ParttM« Futures 0.00 

484/Parfbas Futures 0.00 

Tol^ <84ff>ailbu Futures ‘ OOO 

4S3lPsrlbsa Futures 0.00 

Total 493/Pwthas Fuliues 0.00 

4S2IParlbas Futures 0.00 

Total 4928>a^a Futurss 0.00 

4t1^ai1bss Futures O.DO 

Tots! 491/P»lb» Futurss 0.00 

4tomaribu Futures 0.00 

Total 49(VPwtbas Futurss 0.00 

46tlParlbss Futuraa 0.00 

Total 48S/Psribas Futures 0.00 

488tParlbas Futurss 0.00 

ToW ^MA^arfiias FiAures 0.00 

480A3roup •Othar 0.00 

ToW ^Q^reup • Olhsr q.qo 

Total 490^rmip 0.(EI 


l>aoa4 
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4:16 PM ‘ 


Bayoi! Supply & Trading, Ltd. 




07f16m 


General Ledger 




AccniM Baals 


As of December 31, 2003 




Data 

Num 

Kama Memo 

Split 

^ounl 

Balance 

468re(reup 





04)0 

<M8fl*arllMa Puturas 





OM 

Total 46S^ribaa Futuroa 





0.00 

466fl*aribaaFuturat 





0.00 

Totti 468/Pw%»i Futunta 





0.00 

4IT/PMib«t Futures 





0.00 

T<4id 467^ribat FuturM 


>■ 



04)0 

4eEK»oiq>> Other 





OOO 

Tc4al 4^A3n>up - C^er 





04)0 

Total 466A7nH4) 





000 

466fGroup 





04)0 

M4IParlbaa Futures 





0.00 

ToM 484/Parib«i Fulum 





0.00 

4t3^r!bBs Futures 





04)0 

Total 463ff>aftt>u Fuhma 





0.00 

4^stlbas Ritures 





0.00 

Total ‘WQIPk^>9» Futuma 





OJX) 

4|tn*arlbas Fk^uraa 





04)0 

Totirf 4S1/Paf^ Futures 


~ 



000 

4S»Parfbaa Puturas 





ooo 

Total 462/Paribea FtiHireo 





0.00 

466/PaHbas Futures 





000 

Total 4es/PMbaa Futinaa 





ooo 

466/6roiq> • Othar 





0.00 

Total 46S/Oroup • CHher 





0.00 

T^i4Kft3reup 





0.00 

Merit to Market 





0,0) 

General Joumd 2/26/2001 

Je-Ot-lda 

• Aeerual O Fountain 

InteresI 

6.S51.60305 

6^1,«)30S 

General Journal 3/31/2001 

Js-Ck-20 

/taerual GflAJOlhP 

Exchanga oa._ 

625336^ 

7<476O40.D0 

Oen«Bl Journal , 8/31/2001 

Ja-Ck-20 

Revaria Aoerual POOL 

Acoounta Ra... 

•7,47ejM0.00 

0.00 

Total Mark to Market 




OBO 

0.00 

Short Term Invaatmants 





0.00 

UfflO 





0.00 

Total umo 





0.00 

CAI 


■ 



__ OM 

ToWCAl 





0.(X) 

Molt Term investments • Other 




o.{a 

1 

M 

1 

1 

1 

1 

Ohar 




04)0 

Total Short Term inveetmenta 





0.00 

Invertmenf Psitbas Suisse 





0.00 

Total hvestmenl Parilrae Strisse 





0.00 

Invastmerrts « UOB 76814*6 





0.00 

Total invesfanenls • UOB 76814-$ 





OJQQ 

Undepoaltad Fumla 





0.00 

Total Undeposrted Functs 





04)0 

CsrsMlA transit 






inventory Msrk to ktarket 





0.00 

Tcdal inwntoty MMk to Market 





0.00 

Cargos in trani^ > Other 
Oan«ai Joume! 1/31/2tKI1 

General Joumti 2/28/2001 

J*Okwt4 

Je-Ot-ISe 

Accrual G. Fountain 

Accrual G.FourUatn 

-SPLIT. 

faiierest 

1.B2B.4t».47 

*1^,419.47 

04)0 

1,829.419,47 

04)0 

T^l Ca^os ki traniMt • Other 




0.00 

OM 

Total Cvgos in transit 




0.00 

0430 


PagiS 
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4:tSPM 
eiii&o* 
/tecniftt Baslt 


Bayoii Supply & Trading, Ltd. 

General Ledger 

As of December SI, 20C3 


Typs Date Nure 

^•pald turns 
Teiai ^spald ttsms 
Foward CommRment-Euros 

Chwk 2/22/2001 WT 

ChMk 3^8/2001 WT 

ChMk 3/2B/2001 WT 

Total Foward Commilnwnt'Eum 
Trading Invmteiantt 
Total T radlng Invastmania 
Intercompany Racatvabta 
Catdt ^cak 
Tohrt Cmtda Craak 
W>Rtc*Mars-Spw-«ay USA Ud. 

Total yC>RM-Mwa^pec>&ty USA Ud. 
raCPB^SONALCO. 

Total DBC PERSC»4M. CO. 

RaoUS/k. tncJCasUa Creek 
Total Reo4>SA, bie.^stla Craek 
Bayt^ LimtUd-Rerinuda 
T^I Bayoll UmHed-EUrimida 
BAYOILUSALTD 
Total BAY<^ USA LTD 
totereon^MMYy Receivabta • Odtar 
Tola) Inlaicompany Rsoaivabla • OtlMr 
Total Mwetmipany Raoalvabla 
tnvesknant non dep. property 
Total bwaaitnant non dep. pr^«ty 
fixed Assets 
ORIcs Equlpmsnt 
TtasI ORloe Equipment 
Accum Depr > Offlee Equipment 
Total Aflcum Dajv • Oflics Equipment 
Office Furniture 
ToM Offica FumHura 
Accum Depr • Office Furniture 
Total Accum Depr - Offloe Fumilure 
Tidephone 
Total Tek^dune 
/toetfln > Telephone 

Total AeouRi Depr • Telephone 
Cnnputer 
Total Computer 
>tacum Depr • Computer 
Totid /toeiffli Depr • Computer 
Leaeidiatd fmpnwementc 
Totel LeaaelKild tmprovameide 
/tacum Depr* Lea tehold Imp 
Ti^ Accum Depr > LeastdwId Imp 
Autoa 
Total fcdos 
Accum Depr>/Uito 
Ttaal Accum Depr - Auto 


Name 


Memo 


ITM.TE(^SRL Q.FOl^n’AM Cash -CM 1... 

LRffTEDNATtO.. H.FARAOfSE-3 Ca^-CA!1... 

U1ITEO NATIO.. HJ>ARM4SE-3/BAinve«t Caah>C/U1... 


Amoum 

Balance 


04)0 


0.00 

-2B5.6^71 

-121^7.00 

-1.fi044l19.e0 

0.00 

-285576.71 

-407.4W.71 

•2.01150251 

.2.011.602J1 

-2.011502.31 


0.00 

OJOQ 

QDO 

0.00 

0J)O 


OJOO 

OJOO 

0.00 

0.00 

0.00 


0.00 

0J» 

0.00 

0.00 

OM 


000 

0.00 

Q.0Q 

0.00 

0.l» 

0.00 

0.00 

0.00 

000 

04)0 


0J» 

0.00 

0.00 

0.00 

04K) 


PsgaS 
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ctnBm 


Bayoit Supply & Trading, Ltd. 
Genera! Ledger 


Accrual Bairis 


As of December 31, 2003 


Type Date Num 

nxed A*Mts • Othw 
Totiri Fixed Aasats- Other 
ToM Fixed Assets 
Escrow Account • H^IWASSY 
Total Esoraw Account • 

Escrow Account - H. GRAND 
TiMa! Escrow Aoomnt - H. 
fttSTRtCTKJniNDS 
Rastrlctcd Funds-ttsKech 
Total Raslftetod Funds-tlaHech 
Banes Naziwiais dri Uvoro4tcst 
Total Benoa Nazkmsie dd Lavoro^Ui^ 
RESnUCTEO FtMDS • «har 
T(^l RESTRIC1ED FIMTS - 
Total RESTRICTED FUNDS 
BAfiCA COMM ITAUMIA -Restrtetwt 
TcMai BANCA COM ITAUANA 4)astrloted 
nncArts 
Total Fine Arts 
Uong Term Invasiments 
Totti Long Term tavestmerds 
SecurNy DeposKs 
Total Secwfly DaposHs 
Accounts Fayabta 
Total Accounts ^lyobls 
Payslde^torsga 

Psysbts-Storsge^JSA 
Total Paysble.Slorage4J5A 
Paysbia-Slorsgs • Other 
Tol^ pByabte.Stan^ - Other 
ToW Payabte-Slorage 

Mcrrm Lynch Payable 
Total Menlll Lynch PaysbIs 
Restrictad Outrantaas 
Tolid Restricted Gusianlaes 
Estimated Cargo Costs Payable 

Oenwol AHirnad 2/2ai^1 Je-Ck>1Sa 

Oenml Jottrrwi 2/28/2W1 4e-Ck-16a 

Oenersl Joumid 3/36/2001 Je-Ck-lOb 

OenaralJoumal 2/26/2001 Je.Ck.16b 

Cheirir 3136,12001 WT 

General Jmimid 3/31/2001 J»Ck4>4 

Owiara! Jownat 3/31/2001 Je.CI(4>4 

Oenarel Jourrud 3/31/^1 Je.Ch4)SA 

GrmeralJourf^ 3/31/2001 Je.Ck<l6B 

Gwwral Journal 3G1/2001 Je.Ck.20 

Check 4/5/2001 EXC^tAN... 

Depots 4/20/2001 REV 

Check 4/23/»XI1 EXCHM4... 

OenerelJourncd S/31/20D1 Je4:i(.20 

General Jowna! S/31/^1 JeCMM 

Oenarel Joumid 6/30/2001 J»4^10 

Genenri Journal 6/30/2001 Je.OE-11 

Oenertf Journal 6/30/2001 Je.Cfc.34 

REV 

^merel Journal 7/31/2001 Je4:k>24 

General Journal 6G0/30O1 JoCkMa 

GenendJor^t 12/31/2001 JeCfc.06 

Oananri Journal 12/31/2001 Je4^-D6 


Kama Weino Split Amount Balanea 

QM 

0^ 

GDO 

0J)0 

ob6 

i. OvOO 

0.00 

0.00 

0.00 

0 .W 

0.00 

04 I 0 

0.«) 

ODO 

0.00 

0.00 

800 

- 0.00 

0.00 

0.0 Q 

0.00 

0.00 

0.00 

0.0} 

0.00 

0^ 

■ 000 
0.00 
0 .K 

0£0 

0.00 

0.00 

0.00 

*"0.00 

0.00 

0.0) 


Accrual 

G.FoufitsIn 

intarasi 

•256,000.00 

•256,000.00 

Accrual 

0. Foimtein 

knareat 

343,69527 

67,8M27 

Accrual 

a. gamma.4/H. psraiflseO 

Acoounie Re... 

•42.404,661.45 

•42,3164e6.18 

Accrual 

8. gacTifne.4 

Accounts Ra... 

31,312.76 

.42,285,3n.4Q 

UNfTEOMATJO.. 

.PARADISES 

Cesh-CAII... 

36,384,73720 

•S^4»6.20 

Revarea Accrual 

A.Oamme.4 

•SPUT> 

2.436,460.79 

•3,472,175.41 

Accrual 

Osmina 4 & 6 

Estimated 

•1,050,075.00 

-4.622,250.41 

Accrual 

Q. Fountain 

FielgM 

•176, 0004)0 

.4,6se;»».4i 

Ravers# Accrual 

H.PsreiAse^ 

FreigM 

2,205,492^ 

.2.4«2.767.51 

Ravatie Accrual 

GF/AGAtP 

Exobangegs— 

617,172 68 

•1 .875^^3 

ITALTECHSRL 

G.FOUNTABi 

Cssh'CMI. 

•4.168Ji^ 

•1.8W.773.08 

ARAB PETROL.. 

a.FOUMTAW 

BNP Parflns... 

•3434^.27 

-2223.668.35 

fTALTECHSRL 

G/OUNTAM 

Cash'CAII... 

-17,747.77 

>2.241,416.12 

Reverse Accniel 

-POOL 

AcoountaRa.. 

9624114.16 

-1 268,501 S7 

Reverse Acenird 

A.OAIMA.4/5 

Accounts Re. 

1,050,075.00 

•206,42627 

Reverse Accrual 

H. Paradise'S 

Freight 

•146,183 

•354,620412 

Reveres Accrual 

A.GAMMM 

Fright 

176,000.00 

•178220.22 

Accrual 

H.Psra<dse.3 

Pipeline Chs... 

71,679432 

•10624120 

ARAB PETROL... 

HPARADt^a 

Bt^Psribet... 

-71,6ra^ 

•178,62022 

Ravarse Accrual 

Pool 

P^ne Chs... 

724, mia 

6454129.76 

Reverse Accrual 

Gerard ^ool) 

Demitnaga 

22,455.00 

^.484.78 

Reverse Accrual 

POOL 

OsrrHinags . . 

-31.312.78 

637,172.00 

Reverse Accrual 

s. gsmms.4 

Denurnage ... 

25,OOQ4}0 

562.172.00 


PagtT 
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miim* 


Bayoll Supply & Trading, Ud. 

General Ledger 


Aceniti Baalt 


As of Dec«mber 31, 2003 


Type 

Date 

Num 

Nama 

Memo 

SpHt 

Amount 

Balanca 

OMaratJourmri 12/31/2001 

i^k42 

/^ofuat 

Pool 

InapecSon 

-2,700.00 

559,472.00 

Chack 

3/11/2002 

B4SP 

tNSreCTORA^. 

OERAM 

Cash-CMI-. 

1.200.(» 

560,672.00 

Otaok 

3ni/2M2 

»1SP 

SQS CS! 

A.OAMMA-4 

Banque Brur.- 

1,500.00. 

562.17240 

Eslirralsd Cargo Coals PainMe 





562.172.00 

562,172.00 

Leaiw PsysWa 







0.00 

Loan-BBL 







0.00 

Talai loan - 






0.00 

loan •Paribas 






0.00 

Total Loan • ^rfbas 






0.00 

LesR'CM 







040 

Da(o^ 

%n2raoi 

LOAN 

nXEDTERMA... 

Q. FOUNTAM-1/22-1/31 

Caah >0/111... 

•1,673.000.00 

-1473.000.00 

Ctwck 

1/31/2001 

LOAN 

FIXED TERM A... 

Q.FOUNTAlN>1/22-t/31 

Gesh-CAII... 

1.873,000 00 

0.00 

Dapottt 

1/31/2001 

LOAN 

FixaaTsraMA... 

0. POUNTAM-1/31-2M 

CaMi>CN1... 

-1.873,000.00 

•14734(X)40 

Ctiasfc 

2«/2001 

LOAN 

FIXED TERM A... 

O. FOLMTA6L1/31-2M 

Ceah'CAIt... 

1473,000 A) 

040 

X30poM 

2/6/2001 

LOAN 

FIXED TERM /L.. 

O. FOUNTAM-2AJ/12 

CaNl-CMI.- 

•1473,000.00 

-1473.00040 

o*»A 

2/12/2001 

LQM4 

FIXED -reftMA^ 

0. FOUNAIN<2/6.2/12 

Caah*CAi1... 

1473400.00 

040 

Dapoait 

2i%2aoo% 

LOAN 

FIX^TBNAA... 

O. FOUNrAIN>2/12<2/13 

Csah'CAil... 

-1473.000.00 

• 1473400.00 

CNttk 

2/13/2001 

LOAN 

nXEOTERMA., 

G. FOI>ITAN'2/12-2/ia 

CBBh'CAII... 

1473 , 000.00 

0.00 

Depo^l 

2/13«0Q1 

LOAN 

FIXED TERM A^ 

Q.FOUNTAlN-2/13-2/22 

Cash-CAII... 

<1,^1.000.00 

•2,461,000.00 

Omk 

2a2OT01 

LOAN 

nXEOTERMA.. 

O.FOLMTAM-2/t3>2/22 

CasifCAil... 

2,461,00040 

0.00 

DapM^ 

2/22/2001 

torn 

FIXED TERM A.. 

G.FOUNTAiN-2/22*3« 

Cath-CAII... 

•45,000,000.00 

-45.000.000.00 

DaposM 

2/23/2001 

LOAN 

FD£0 TERMA^ 

O. FOUNTMN-2G30A 

Ca«h>CN1... 

-2,627,000.00 

-47,627400.00 

D^nmH 

2/27/2001 

LOAN 

FIXED TERM A-. 

G. FOUNTAiN-2/23^ 

Cash-CAi1.- 

-1467400.00 

-48494,000.00 

mposH 

ZnVTXSOi 

LOM 

FIXEDTBIMA.. 

0. FOUNTAM-2afrO/8 

Cath'CAll... 

^140040 

•49.285.000,00 

Check 

innoai 

LOM4 

nXEDTERMA.. 

HPARAOiSE-3 

CaalfCAII-. 

8»}.00040 

•48,465,000.00 

Om^ 

3/B/2001 

LOAN 

FIXED TERM A. 

0 FOUNTAIN 

Caah>CAI1.. 

«,000,0«>.QO 

■3.465.00040 

Owok 

3/9/2001 

LOAN 

FIXED 'TC/MA. 

O.FOUNTAH4 

Cath.CAII.- 

2,627,0i».00 

•8^.000.00 

Cheek 

3«/i001 

LOAN 

FIXEDTEM4A. 

OFOLttfTAIN 

Caah-CMI... 

1467,000.00 

229400.00 

Chec^ 

3h)/2001 

LO/^ 

FIXED TERMA. 

G.FOUNTAIN 

Cash-CAII... 

691,000.00 

620.000.00 

Depo^ 

3/3/3001 

LOAN 

FIXED TERM A- 

G.PQUNTAIN 

Cash • CA1 1... 

-43.684400 00 

•42474400.00 


3«/2001 

LOAN 

RX£0TEro4A^ 

H.PARAOSE 

Cash'CAII... 

1,278400.00 

-41,1^.600.00 

Check 

3/i2aooi 

LOAN 

FIXED TERM A.. 

Q.F<»»ITAM 

Ceah-CAII... 

43.6»4,M».00 

2,OM400.X 

De^wsK 

3^20001 

LOAN 

FIXED TERMA.. 

GFOUNTAM 

Caah-CMI... 

-43450,00040 

•41.7S2400.X 

QeposH 

3/14/2001 

LOAN 

FIXED TERM A.- 

ASTRO OAJk/MA 

Cash-CAII.- 

-1465,00040 

- 42437400 .x 

C^tad( 

3/180001 

LOAN 

nXEDl^RMA.. 

H.PARATOE-3 

Caah-CAII... 

1.895450.00 

•«)441,^.X 

CtM(» 

308/2001 

LOAN 

FIXED TEfOAA. 

QFOUNTAM 

Cash-C/UI .. 

43,850,000.00 

3,OM.8SO.X 

Check 

3/180001 

LOAN 

FIXED TERM A.. 

ASTRO GAMMA 

Cash•CAI1... 

1,085,000.00 

4,O93,8S0.X 

OepoaR 

3/18/2001 

LOAN 

FIXED TERM A.. 

O.FOUNTAN 

Cash -CM 1... 

-43,850,000.00 

•X, 758, 350.x 

Depodi 

3/18/2001 

LOAN 

FIXED TERMA.. 

ASTRO QAM4A4 

Csah-CAll... 

-1,085,00040 

- 40441 4X.X 

Depmli 

, 301/2001 

LOAN 

FIXED TERMA.. 

ASTRO QA)y»4A^ 

Cash-CAII.. 

•1410.60842 

•42451456.» 

Oieck 

3030001 

LOAN 

FIXED TERMA.. 

HPARAOiSE-3 

Caah-CAIU 

1495,85040 

-40456406.52 

Cheek 

3030001 

LOAN 

FIXEOTEfMA.. 

ASTRO <3AA«i«U 

Cssh-CAII... 

1.065,00040 

-38471406-52 

Ched( 

3/330001 

LOAN 

FIXED TERMA- 

GFOLPfTMN 

Cash-CAII... 

43450.000.00 

447649346 

Cheek 

3030001 

LOAN 

FIXEDTERMA.. 

ASTRO GAMM4 

Cash-CAII... 

1.21040842 

6.0X4X.X 

Deposit 

3030001 

LOAN 

FIXED TERM A.. 

Oi^OLMTAM 

Cash-CAII... 

-43460.00040 

-37.7X,7XX 

DaposR 

3030001 

LOAN 

FIXED TEFMA 

ASTRO aANNA-4 

Csth-CAil 

-2495,606.00 

•40.()66406.X 

Cheek 

3060001 

LOAN 

FIXED TERM A.. 

OJ^OUNTAM 

Cesh-CAll... 

43.850,000.00 

3.7S34M.00 

Chedt 

3060001 

LOANS 

FIXED TERM A.. 

ASTRO OAMMA-4 

C»h-CA11. 

2495,606.00 

e4X.3X.X 

ChecA 

3060001 

LOM1 ' 

FIXED TERM A. 

HPM^SE-3 

Ctsh-CAJI... 

1485,650.00 

6464450X 

Depoak 

3O60CQ1 

LOAN 

FIXED TERM A.. 

ASTRO GAMMA-4 

Caah-CAIt.. 

-2485,806.00 

6,7e9444.X 

Depo^ 

3/260001 

LOAN 

FIXED TERM A.. 

OFOUMTAW 

Cssh-CAII., 

•43,850,000.00 

'38,t)X456.X 

Check 

3000001 

LO/W 

FIXED TEIU4A.. 

GFOUNTAW 

Cash-CAII.. 

434 &O.OOOOO 

S,7X444X 

Deposit 

sruooot 

LOAN 

FIXED TERM A.- 

O.FOUNTAm 

Cesh-CAll-. 

•44473,000.00 

-3&,483456X 


4/2/2001 

LOAN 

FIXEDTERMA.. 

ASTRO GAMMM 

Ctsh-CAil... 

2495 .eO 6 .OO 

•36,1684S0.X 

C»iecA 

400001 

LOAN 

FIXED TERM A.. 

OFOUNTMN 

Cssh-CAII... 

44473.00040 

6464, 9X.X 


400001 

LOAN 

FIXED TERM A.. 

O.FOUNrM4 

Cesh-CAll... 

•46466,600.00 

48,4634X.X 

CheiA 

400001 

LOAN 

FIXED TERM A... 

©FOUNTAIN 

Cssh-CNI.. 

46468,600.00 

6,U44SDX 

Depoek 

40/2001 

LOAN 

FIXED TERM A... 

OFOWTAIN 

Cash-CAII.. 

-36,000,000 00 

•2641S,C»D.X 

Chwk 

4/40001 

LOAN 

FIXEOTCRMA.. 

HJ»ARAD«SE-3 

Caah-CAI1.- 

37,476.000.00 

10459 . 950 .x 

Chwk 

4/40001 

LOAN 

FIXED TERM A 

HRARAOISE-3 

Cash-CAII.- 

552,825.00 

11,112,77SX 

ChMk 

4/40001 

LOM4 

FIXED TERMA.. 

HFARAOISE-3 

Cash • CA1 1-. 

918400.00 

12,X1475X 

ChecA 

4/4/2001 

LOAN 

FIXED TERM A 

OFOU4TAiN 

Cash-CAII... 

35.000,C»040 

47431475X 

Dt^MnA 

4/40001 

LOAN 

FIXED TERM A.. 

OFOUNT/m 

Cash - CAi 1 . 

• 4400400.00 

42,531475.x 

OepasN 

4/40001 

LOAN 

nXEOTERMA... 

O.FOUNTAN 

Cash-CAII.., 

-30,723,000.00 

1140S47SX 

Check 

400001 

LOM>i 

FIXED term A. 

Ji PARAOiSE-3 

Cash- CAI 1- 

38407.000.00 

X415476.X 

Check 

400001 

LOAN 

FIXED TERM A.. 

©FOUNTAM 

CBsh-CA^1... 

30,723,000.00 

61438.27SX 

DeposH 

4/60001 

LOAN 

FIXED TERMA- 

O.FOUNTAM 

Cesh-CAI1.. 

-30440,00040 

X496475.X 

Check 

400001 

LOM4 

RXEOTERMA- 

GFOLMTAIN 

Cash-CAI1_ 

30,840,00040 

81^4n.X 

OeposR 

400001 

LO/M 

FIXED'reRMA.. 

O.FOUNTAIN 

Caah-CMI.. 

-17.167400.00 

644714re.X 

Check 

4/120001 

LOAN 

FIXED TERM A.- 

©FOUNTAIN 

Cesh-CAll... 

44004 OO.OQ 

68471475X 

Chedc 

4/12/M01 

LO/W 

FIXEDTERMA.. 

RPARMXSE-S 

Caah-CAJI... 

39,021400.00 

1074924^.00 

Check 

4/120001 

LOAN 

FlXroTBtMA.. 

©FOlWTAIN 

Caah-CMI... 

17.167400.00 

12S.0594^X 

O^wsH 

4rt 20001 

LOAN 

FPCEDTERMA.. 

OFOUNTMN 

Cash-CAII... 

•16,W3,S00 00 

1M.48S,775X 

DeposH 

4/120001 

LOAN 

FIXED TEmiA- 

©FOUNTAIN 

Cash-CNI... 

-3,825,000,00 

1 X 440 , 775.x 

Deposit 

4/180001 

LC»M<i 

FIXEOTERMA- 

GFCHJNTAIN 

Cash-CAII... 

-364,000.00 

1X4S6,nSX 
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4:16 PM 
STUBfOA 


BayoU Supply & Trad 

General Leds 


Aenuai Basic 


As of December 31.: 


Tw>e Pate 

Ch«^ «20aCKI1 

Otadc 4/2(V2001 

OiMk Sn/2001 

Dapoail 5/1/2001 

Chwik 5/20001 

D«ipoBll 500001 

Owd: 5/30001 

D^tosK 5/30001 

Chtck SMO 001 

TcKbI Loan 
Uan-UOB 
Total Loan >U<» 

Loans Payable • Other 
Total loans Payatds • Other 
T^ti Loam Paysto 
Deftned Income 
Total DafwHKi income 
Accured EKpenses 
Total Acoinad Expanses 
Property Taxes Payabte 
TotaiProperty Taxes Payabte 
Aeeniad Payroll 
Total Accrued Pa^tril 
Payroll Taxes Payable 
Totel Peyrol Texes PeyaMi 
Msfcomptny ftyable 
Ba^l USA, IrK. (new) 

Tchd Bayoii USA, ine, (new) 

USA LTD 
ToMUSALTD 
tR:>Pey^rs-Spac-Bay USA Ltd. 

Total l/C^oy'Mafe>Spec>6ay USA Lid. 

BAYOIL USA. IncJCestle Creek 
Totel BAYOIL US\ PioXasIle Creek 
l/C*BayiM LTD 
Total IA5-Bev(« LTD 
VC<8eyott SA 
Totel i/C-Baynl SA 
Intncompeny Payable •Odwr 
bileroompany Payable • Other 
Tolid Mefoom{»ny PeyiAla 
tneome Taxes Payabts 
Tctel inoome Taxes Payrdde 
EquItyA/imailzed Gsin/|LoBS) 

Total Eqidty-Unreidized Oain/^osa) 

Piter Period Adjustment 
Ttdtd Prior Peritxl /Idjustmeni 

Dtvldends -t 

Total DividendB 
tuning Bel Equity 
Total OpMing Bel Equity 
Stock 

Total Caidtal Stock 


Hum Name Mr 

LOAH FU^OTEmdA.. aFOONTMl 

LQW^ FU^OTERMA. OmiNTAW 

LOAN RJ^OTERMA. Gi'OUNTMN 

LOAN FIXED TERM A.. OPCAINTAIN 

LOAN FIXEOTEredA.. OPOLH4TAIN 

LOAN FIXED TERM A.. O.FOLMTAM 

LOM<i FIXEDTERMA.. G.fOlMTAiN 

IDAN FIXEDTERMA.. G.FOLMTAM 

ijom FIXEDlEIUdA.. QFOLMTAJN 



Spin /Unount Balance 

Cnh-CA]1... 15,»3,6D0.00 tS>^,2n4)0 

Cash-CAll.. 384,000.00 121,234^00 

Cesh-CAII... 3,82SW4» 12S.0«im00 

Caah-CAII.. -3.825.0004>0 12U34,37SI» 

Ceah-CAI1_ 3.825^.00 12S4M«,275.00 

Cedr-CMI... -3425.000.00 12143447540 

Cash-CAil... 3.82S.0(».0O 1»^47540 

Cash- CM 1.. •3.853.482.02 121,1W,7B248 

Caih-CMU 3.853,48242 1».0S9475.Q0 

12S4»475-00 125,05947640 

040 
040 
040 

0 ^ 

125,»9475.00 125,059475.00 

0.00 

0.00 


0.00 

0.00 

0.00 

0.00 

0.00 


040 

040 

0.00 

000 

0.00 

040 

040 

0.00 

040 

040 

040 

0.00 

0.00 

0.00 

0.00 

0.x 

0.x 

0.x 

Q.X 

0.x 

0.x 

Q.X 

0.x 

O.X 


Paget 
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BayoH Supply & Trading, Ltd. 

General Ledger 

As of December 31, 2D03 

Type Date Num Neme Memo Split 

ReWned Eimlngs 
ToW Ri^alned Eamli^ 

Lagai Settlamtnia<CarBos 
Tct^ Settfemenls-CargoB 
<^sa SaiM 

IflturKtce Claiint 
Total InautB^ Ctatma 
Price Mjuetmcnt 
Total Price AiQuiriment 
Ughlaring Charge 
Total U^itertns Chi^ 

Sates- (Mi Producft 

Service Agrcemeitt Coiranisrion 
ToW Senrioa AsresRietri Comnrisaton 
Sales •Oil Products • Other 
Total Sates - OH l^oduds - Other 
Total Salas - CMI Products 

Sales* Refined PrcMtuets - -=^ 

Totd S^es • Refined f^othreis 
nme Vitae of Money 
T«riel Time Va^ of Money 
Comnrisslons 
Toiel Cwnmteeione 
Cross Sales • Other 
Totiri (kots Sates • CXher 
TMa) Cross Sales 
Legal Expenee-Cargoe 
Total legal Espenaa-Cargoa 
Ai^utfmefd>Price 
Tctal Aid|uslmanl4*rloa 
CostofSalee 

Gurantec Commlaaien 
Total Gurantee Corntnlaaion 
Broker Comm 
Total Broker Comm 
Secondary Chga. 

ToM Seoondaiy Chgs. 

Exchange gatn/loas 
Total Exchai^ galn/loaa 
PipeUna Charges 
Total Pipatina Charges 
SuMness Davsiopmcnt 
ToM Buriness Development 
Sar\riea Agreemerrt Fees 

ToW Seivloe Agreetnafri Fees ^ 

OenuHTsge 6 Lighter 
Totid Demurrage Q t^ihtar 
Estimated Cargo Costs 
Total Esttmatad Cargo Costs 
StwiHie 
Total Storage 


4:15 PM 
C7/15M 
Accrual Baris 


Amount Balance 

0J» 

3.726,610.03 3.72S.610A3 

0.00 


0.00 

0.00 

0.00 

0.00 

OOQ 


0.00 


000 

aoo 

OJIO 

0.00 

0i» 

OilO 


0.00 


0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 


0d» 

0^ 


0J» 

ooo 


0.00 

0.00 

0i» 

000 

OJIO 

0.00 
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Bayoil Supply & Trading, Ltd. 

mwM General Ledger 

tecfUk! Basil As of December 31, 2003 


TM>e Date NtMrt Name Memo 

Ovaftem 
Total OwNlnm 
(^stMnsFa* 

Tetti Customs Fm 
C nnki FurchsMs 
Total ChkI* Purchases 

Merest ^ 

ToW Interest 
iRS|>ectiwi 
Total lns|>Mflon 
Insurance 
Total IfWitanca 
UC Charges 
Total UC Otargas 
Frtight 
Tcliy Freight 
Demurrage 
Total Denuirrege 
C.aW. Expenses 
Total C.O.W. Expanses 
Finance Charges 
Total Finance Ch^|M 
Agent Commlsstona 
Total Agent Commls^ne 
Commissions • Russia 
Total Commtaslons • Russia 
Lightering Charges 
Totet L^hlenng Charges 
WsceUaneous Chwges 
Ttrial MIscallaneous Charges 
Cost of Sales 'Other 
Total Cost or Salsa 'Other 
Total Cost of Selea 
EMPLOYEE ADVANCES 
LO 

Total LD 
DBC 

TctaltXBC 

EMPLOYEE ADVANCES • Othar 
ToW EI«n.OYEE AOVfiHCXS > Other 
Trtel a»>LOYEE ADVANCES 
lArcatagmlzeri Expenses 
Total UncalagcHtzed Expenses 
Automoblie Stgrensa 
Oas 

Tndti Oaa T 

insurance 

Toliri InsursRce 

Parking 

Toti4 Parking 


lUnount 


ObO 

0.00 

0.00 

0.00 

0.00 


0.00 

0,00 

ObO 

0.00 


0,00 

0^ 

0.00 

ObO 

0.00 

ObO 


0.00 

ObO 

ObO 


ObO 

ObO 

0.00 

ObO 

0.00 

ObO 

0.00 

ObD 

ObO 

e.Do 

0.0) 

000 

0.00 

ObO 

0.00 

0.00 

0.00 


ObO 

ObO 

ObO 

0.00 

0.00 

0.00 

0.00 


Pegs 11 



4:16 PM 
07/t6J04 
Acclual Basis 


Bayoii Supply & 

General I 


Typa Pats Num Nmhs 

Personal Car Mlieaga 
Ti^al ^rsond Car MHeage 
Transqrortatlon 
T^id Transportation 
VeMcIa Expensa 
Told Vshtets Expanse 
Automoirilt EKpmse • Othef 
Total AtMomofaite Experuw • Othw 
Totd Automotiite Eiqtertaa 
Bank terviee Charges 
Tola! Bank Ser^ Qw^iss 
CwihUiuUrmB 
Told Contnbutiotta 
De|»eclatlofl Expense 
Office Eguipment 
Tdal CMIlce Ecp^pm«H4 
Office Furniture 
Onkw Fumitura 
Computer 
Told Computer 
Tds|4ujne 
Told Tdei^one 
l^tebold ImtHovemMtts 
iMsahold Improvements 
AutoffloWies 
Tdd ^omddes 
Depreciation ExpenM • Other 
Told OepracMion Et^eoae - Other 
Told Oepredallon Expense 
Entertdnment 
ToldEnlettaInnwl 
Insurance 
Tdd bieuranoe 
Mdnlansnce 
Told Matnlenwice 
Meals 
TotdMMte 
MsceHaneous 
hKome 
Total Inoome 
Miscellaneous • Other 
Told Miscellaneous • O0»f 
Told Mseelianeous 
Mice Expense 
Accotutting London 
Total Acoountii^ London 
Iffiwnat 
Tdsl Inlemel 
Fax 

Total Fox 



0^ 

0^ 

0.00 

OM 

QUO 

04)0 

OiX) 

0.00 

0.00 

0.00 

0.(» 

0.00 


C.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

aoo 

0X0 

000 

0.00 

000 

0.00 

0.00 

000 

ox» 

0.00 

OM 

QXO 

0.{» 

0.00 

0.00 

0.00 

0.00 

ox» 
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Bayoll Supply & Trading, Ltd. 

General Ledger 

As of Decenrbsr 31, 2003 

T y ps p«f Wore Hmt Mwwo 

toniranct-Nsttomit 
Total iisufwtce • Natlmd 
Accounting 
ToMAcooimti^ 

Bank Charges 
Total Bank Cliaqias 
bitinasaCiMta 
Total BtKkwM Gifls 
ComputartAipp^lestl SeF>rica 
Total Con^Hitar Si^i^ios & Setvtea 
Conauiting 
G(^ 

Total QOP 
Buicom 
ToW Butoom 
UMC 

TcMUMC 
, Conauttlng* Other 
Total ConautUng • CMher 
Toh^DxisuHi^ 

Cwiventiona 
T^i Convenltoiw 
Corporate 

8a yoil &ipply Trading Ltd 

Total Bayok Su]^ Trading Ltd 

Bay(«{USA}Ud 

Total Bayoil (US^ Ud 

Leeward 

Total Leeward 

Bermuda 

Total Bermuda 

Mo^an 

Total Mo^n 

Corporate • Other _ 

Tol^ Corporate • Other 
Total Corporate 
Didivery 
Total DiMvery 
I>k’eGtor‘sNes 
Total Otrector'a Pew 
Ferdgn Exchange Bate 
Total Poraign Exdm^ Rata 
hiauranee « Geimel 
T^ heuranca • Oanend . 

Insurance > Ufa 
T<^l insurance -Life 
Insurance > Medical 
Total bisunmoe - Medioal 
Legal 
T^idLesal 


4:1SPM 

vrnm* 

Accrual Baals 


Amount Balance 


tLM 

0.08 

0i» 

am 

OM 

0.00 

OAO 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

OA) 


000 

0J» 

0.00 

04)0 


04)0 

0.00 


04)0 

04)0 

04)0 

0.00 

0.00 

0430 

04)0 

0430 

8.00 

04)0 

04)0 

0C8 

0.00 

04» 


0.00 
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4:1SPM 

ornmA 

Accrual Basis 


BayoU Suppty & Trading, Ltd. 

General Ledger 

As of Decomber 31. 2003 


Twx Data Nuro 

MaDiet info Service 
Total Mwkal Mo Seiviea 
MomtHirsliips 
Toi^ Membershlpa 
MiacaNuwous Office 
Total Msoollaneous OOtee 
CMTlee Entertainment 
Total Office EnUHtainmrmt 
Office Supply 
Total Office St^rply 
Overhead 
Tffial Ovarhaad 
Itarsonnel Expense 
Total PersontM Expense 
Postage 
ToM PoataBe 
Profetalonai Pees 
ProtaMkmal Fees 
ProfatsKNMl Org. Fees 
Totat ProfesekMM (^. Feet 
Recruiting 
ToW Rocruffing 
Rcfocaflon 
Tmel Retoealion 
Reorgenltatlon Expense 
Total Reorgutlzellon Expenae 
Semlnara 
ToiidSemtnara 
Stotaga ^ 

Total StoniBs 
SubecilpUons 
Total SubtMplIona 
Tffiephone 
ToMTalaphone 
Telex ‘ 

Toiel Telex 

Temperery Emptoyment 
Tffiel TempenuYEFTTplayment 
Tuition 
Total Tuition 
Utmtica 
Total UUmies 
onica Expanse • Other 
Total Office Ergrense • Other 
Total Office Erqwnes 
PepollExpemee 
Tax UK 
ToWTaxtK 
Payr^ Expttms • OthM 
Total Painott Ergrensse - Other 


Spin Amount Balance 

OilO 

a.D0 

0.00 

0.00 

0.00 

0i)Q 

0.00 

0.00 

OJX) 

0.00 

0.00 

0.QQ 

0.00 

0.00 


0.00 

0.00 

0.00 


0.00 

0.00 


0.00 

ODO 


0.00 

0.00 


0.00 


0.0Q 

0.00 


0.00 

0.00 

0^ 

-tt OJJO 

0.00 

0.00 

QAO 

0.00 

0.00 


Total PayroN Eigwfisae 


0.00 
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4:1SPM 
07/16ra4 
Mcfuid Basis 


Bayoil Supply & Trading, Ltd. 
General Ledger 

As of Decefnl>er 31, 2863 


Data Mum Nsma Mtwior S^tt 

Rant 

ToMRenl 

Rwit-BAH 

TotelRaiM-BAH 

Ra^irs 

ToWRapiUrs 

Tm 

Swiss iRtefait 
Toiai SwIm htaresf 
Tax-fRNer 
T<M Tax • Ottw 
ToMTax 
Traval 

MlscetlanaiNn 
Tmal Misoallans(H» 

Bntartalnmant 
ToM Enlailaliunant 
Maals 
TtXatMa^ 

Alflina Traval 
Total Ablma Traval 
lodBlng 
Total Lodging 
T«ci/Psrt(btB 
Total Tasd / Parking 
Traval > Othar 
TtXal Travel -OUtar 
Tobd Travel 
Utimiea 

Qas aru] Elactrie 
Total Qas and Elactiki 
Water 
Total Water 
UtBltias . Othar 
Total mUitias- Other 
ToW UIIIKlea 

Inland Raveniia«Tax Rafuml 
Total inland Rovam>o>Tax Refund 
PutOpUon 
T«dal Put Option 
Wn< Hedge -S^L)-EFP 
Tow wn - Hedge - 0/0.) . EFP 
Mridutd IflctHne 
ToW ^dend Inrama 
Resttaed Oaln^Lets) 

ToWR«ifizedQain/OLoss> -t 

Mars-Spec-WrMtadga Position 

ToW Mara-Spao-Wn-Hedge Position 

Swsp^Borritout 

Total Sw^Bootout 


Jkmowd Balanee 

O.DQ 


6.00 

0.00 

OAO 

0.00 

OAO 


000 


0.00 

0.00 

Q .00 

0.00 

0.00 

000 

0.00 

0.00 

0.00 

OJOO 

0.00 

0.00 

0.00 

oxn 

0,00 

0.00 

0.00 

Di)0 

0.00 

ox» 

0.00 

0.00 

0 .(XI 

000 


0.00 

0.00 


oxw 

0.00 


Pagtis 
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4:1S PM 
S7/1S/04 
AccnMt Satis 


Bayoit Supply & Trading, Ltd. 

General Ledger 

As of D«c«mber SI, 2003 


T^>c Date Num Name Memo Amount Satance 

Interest ExpenM 000 

TflM Interest Expenee 0.00 

tlmeallxad Gatn^Lon) 0.00 

T<^l LtoreiAzed Oi^{Losb) 0.00 

CiMninIstlofit o.iK> 

T^l Cmmnisticmt 0.<X) 


hiv«rtory QabiA.oss 
Total Invwttoiy OatnAMS 
Foward Cmnmltment G^n / (Lots} 
T<^ Fomrd CotnrnBnwnl Gain f (Loss) 
HedQe Gain j(Loas} 

TcAiri Gain /G-ota) 

Interest Oiemne 
Total bitarest iiteome 
Other tflcome 
TiAal other hraome 
Other Expenses 
Iflfla Property Tax 
Total VHIa F^operty Tex 
SALoons 
Total SA Lome 
t^ehiaurence 


0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 


0.00 

Di» 

0.00 

OM 

0.00 

0.00 


TrXsl Vnie htnirance 0.00 

VMa Renovation OJX) 

ToW Villa fUMtovaiion 0.00 

Villa Con»ratB OilO 

Totid Villa Corporate 0.00 


Vnia Maintenance 
Total \A!la Malnimanoe 
ViHa Expansas 
Total Vma Expentee 
Other Espenees > Other 


0.00 

0.00 

0^ 

0J» 

D.M> 


Total Other ExpmMe • Oltw 


Total Other Expeneee 


aoo 

Noaccrrt 


0.00 

Total no acciU 


0.M 

TOTAL 

102,614,662.31 

162,614,66Z21 


Pag* It 
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10/12/2001 12 13 FAI 1 212 963 3778 DPA 


SECURITY COUNOL COMMOTEE ESTABLISHED 
BY RESOLUTION 661 (1990) CONCERNING THE 
SITUATION BETWEEN IRAQ AND KUWAIT 


S/AC.25>^0017COMM 465 
12 October 2001 
ORIGINAL ENGLISH 


LETTER DATED 8 OCTOBER 2001 FROM THE PERMANENT OBSERVER MISSION OF 
SWITZERLAND TO THE UNITED NATIONS ADDRESSED TO THE CHAIRMAN 


EtceHenof, 

I r^sr to your letter cfS}i6:y^0t In'whehyoufiineardedtameani^portl^ 
the Oil Overseen concemmg an alleged IrregulaHiy involving the Glencare 

IniernatkmaJ AG registered vt Switzerland 

Tftt coag>etent Swiss authordy, the State Secntartat far lEctmime Affairs, has 
investigated <Seneare*e aettvtiies mentioned in the ttpan of the Ott Overseen, bs 
r^fortisinthiendosuretotkbleaer beorteltides Oat no evidence has been found 
ffiat Qiencore attended to tByert the ^apment tffodfrum its original tUstbuttfon and 
selltim^aope, 

Please accept, Excellent, dte assurances of my h^iesteonstderation. 


Tows sinoerefy. 



JenO CA. Staehelm 
Ambassador 


Permanent SiibcomtniHec on Investieattons 

Bayoil Diversions Report 


EXHIBIT #20 
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10/12/2001 12 13 FAX 1 212 963 377S 


DP\ 



OR\&mL: fR.e4tH 


state Secretariat for Economic Affairs 
Report of investigation 

Irregularity in the course of an oil transaction under the 
*‘oII>for<'food” programme involving Gleneore International 
AG, Bear, Switzerland 

By letter dated 8 May 2001 (S/AC^5/2001/OC^I7), Ac Secunty Council 
Committee established by resolcttOQ 6dl (1990) concemmg the sitaatioB between 
Iraq and Kuwait (hereinafter referred to as “the Comiaittee“) requested tiie Swiss 
audionties to investigate ttie Swiss company named above ^eremafter refeored to as 
"the company") and to provide the results of thes mves&gatioa of the fiuts detailed 
m paragraph 1 below, as reported by the United Nations Oil Overseers (heremafter 
refwred to as “Ac Overseers”); 

1. Facts reported to the Swiss authorities 

In tibe coiine of executing contract M/D9/44 approved on 2 Febrttary 200! 
under die "oil-for-food" programme, the company discharged a shqnnent of 1 
milhon barrels of Iraqi crude oil from die vessel "Front Maple" m Croatia, whereas 
the commercial documents, partteufarly die letter of aedit, drawn up the 
company for calculatnig the purchase pnce of the crude oil gave the det b'natf on as 
die United Stat^ Smce die company had paid the purchase pnce for Iraqi exude oil 
destmed ftir the United States market, m o&er words, some SUS 3 million less 
die pnce for crude otl de st med for the European marl^ it onlawfully ennebed itself 
by this amount When questioned on the subject by die Overseers, the company 
stated that the cargo was stmply bemg stored m ttansit on an intennediate basis m 
the free port of Omisai} m Croatia, peadmg its final sh^nnent to die United States, 
and that die "transshipment prohibited" clause would be violated only if oil was 
transfmed directly from one ship to another, cot if it was stored on an intermediate 
basu m a shore tank, as bad happened m the present case 

At the Overseers* request, the company amended the commeicuU documents to 
indicate "Europe" as the destmatioa, rather than the "United States", so that it could 
pay the United Nsttoos uitbonties the difference m price between oil destmed for 
the United States and oU destined ftar Europe. 


2 . IhvesdgationoftbecoiupaaybydieSwissaittborities 

On the basis of the mfomauon communicated to them by the Committee (see 
para 1 above), die competent Swiss andtoribes, namely, the State Seeretaciat for 
Economic Affiura, began an mvesttgabon into the company on 25 May 200! The 
company was aslad to give its explanation of die &cts reported by die United 
Natioss and to provide all die necesaazy documentadoo in its defence. 

On 7 June 2001, die company's lawyer replied hi detail to the Secretariat’s 
questtens and submitted copious doeumentatioD. Bancally, the following 
infonnabott was provided 

The M/09/44 contract is the outy contract concloded between the company and 
the fraqt autbondes (State Oil Marketmg Organizatimi) Eight shipments have been 
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Oi 57210 


made, mcludmg the 28 February 2001 (date of the bill of lading) shipment 
Oicremafter referred to as **1116 shipmeat”) on the vessel “Front Maple” of 1,024,790 
bamls which were discharged is Croalm 

By Boc dated 23 April 2001 addressed to the Oversea, the company Glencore 
UK Lni , acting on behalf of the Swiss company, gave ibi explanation of the 
shipment die company had purchased the crude oil for ^livery and use in die 
United States, which explained why the price had been calculated os the basis of die 
United States destination indicated m die letter of credit After being lifted in the 
Turkish port of Ceyhan, the crude oil had been stored on as intennediate basis m the 
free port of Osusalj m Croatia, pending more ^vonrable market conditions for its 
final shipment to die United States. Glencore UK Ltd took die posxtioii that 
intermediate storage of the sh^ment prior to final dehvery to die United States dhi 
not cosstitate a prohibited tiansshipment or violate United Nations regulations in 
any odi« way 

According to Glencore UK Ltd , on shipments from Iraq under die **oil-for> 
food* prograoune were, in practice, regnlarly transshipped from one vessel to 
another m the port of Fujanrah m Saudi Arabia or had transited through the pipelines 
of the SUMED system m the Meditezranean before theur final delivery to Eorope or 
die United States, without die United Nabons ever mtervening on grounds of a 
p(»sible violabon. 

The Secretariat is not in a position to verify die accuracy of this last adegadon: 
only the United Nations authondes can do this. In any case, die situations mentioned 
<to not apply in the present case 

Lastly, Glencore UK Ltd aUegea that, foUowmg the company’s 23 April 2001 
fax, die United Nations published an amendment to its regul^ons whereby it 
prohibited transshipineat ttoough SUMED pipelines 

If diis is true, it would suggest diat the term “transsbipmenf was not 
sufficiently clear . 


3« Caactiuion 


3.1 Hie investigation by the Swiss authorities found no evidence diat die company 
intended to sell the oil in Europe. 'While so such evidence was found, some doubts 
remain, in that die investigadou established the oil was indeed discharged m 


transshipment from one vessel to anodter (a practice which the United Nations 
^iparendy allows) nor transit through SUMED pipelmes (a practice which the 
United Nadona igipean to have allowed uutially but then prohibited) 


3 2 Smce die ^mipany, m order to conform to toe terms of toe “oil'for'food* 
programme, mnended die eommeroial documents and paid the United Nations toe 
difference between toe price originally agreed and toe pnce aemally owed, toe 
Secretariat does not consider it appropriate to mstitate procedures for toe revocation 
of toe 9 Sqitember I99d autoonzation to purchase Iraqi oil products 


@003/006 
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(Surcharge) 


£'lai.j^ljyiVl ^.lu ^ iS^ Aoa 

2 . CjU^ j^auB j ^Liltl A jS^ t i ^ ^Aj ^LiJi iailJ ^LIax-a^ o L i^ ^ . 

* * 

plAjlw^i UiuU ; Vjl 


tjU5c.i t,4,1jAxri ^ djljx/J ^Jc. (_>ia ju t » * * /tji ^ ji jS • 

<Mt5B t„i tWiU (3-*) tTiita 1 *. ^ . iu; Y • • •/^/) 

• ^ %lx_^ 2 jI^ 

T • Oti^ t • « •/ tJjVl (Ijj^ (^ 2ji-*.A3i! %Lk^)AB • 

Ai^UJ j lS.J'^^^ (3t^iitiu<U CiA^f Y d j A.j^^^Vi ( j ^ y -LuU ilarmtiu 

« 2^UJ 

(ji J^“^Vl iliim y o Y * • Y /*/r • (3^ t ^4*^ c3^ * 

« ^ 2Jjtl j jJi& 2^1Mi ^ixj^ ' 

Y • • Y/^/) ^JA ^Ji (^jS • 

. 


C-jla.t.^t A^iriViB tlilSj-kttl) (.AS^ (])l£ ^^xaIjB ^4* La-VV:- 

QjkJ^J (jSi i ^ * J ( (JjjjUj ( i..A >' « ‘ ) cJ*-»jSl**x<B 

^ Uti SAaxaS j) UJ^ ^kJUj Jx<^ 

6^ iiulS ^ (Y • • •/^/\ Cy* ^ cJw AI4 (^ iJS 

^ (iUl] ^IaUB <Jx. j^ju^\j c3,^i^ j<-^ Ctoulj jS cA^^^>utB 

Jj^ailb J j^luiVb W*^ JJ^J -HLXjA^ >* ^ 

^.la\2B iJsk, jaB 2.jUi (J;iAVltb aJA OjaIiaI loSib j * 2uiijjB ^<b^ j^aU QtaiAal 

g-l^hJi-utV^ ^Jf* f bilUjaJ AJka^ (JjJ I ^aa (J^liuB UlSjJj Y * • •/> Y/o ^ 
(Jj-i-ajj (J j a ViB Aa^ t A\> A L^ju (J^IjuU ^^laJl Cxad IaAjc. Y * • Y/1/^ 

• 4j4t>XAA 4^ JXAmoSB lilV-AlA 

>V* a.iu>4Ji5j c^>5B : 15B3 

U^IAkIjJ CiJjCti ^ (^a (5 jiVl Cjlj^ J lilts jJall Ut 

0^ (1^ J A-IaIBB <jxi^^)AiI <4^^ (JjJ (JXi. l^JLA (J.aUBB j ^4* 

tlalla^iil ^SaBj ch ^IjB ^ jaB j* W J iuiVI ^ t>. ^j 14 J Cjtj->B 0^4 

CltS^ ^ 2a-a*-fla^ tljlfiSB Ij&V t ^4- Y • • ‘/l/t ^Jj 

* JiH '^jka t • ^ tjXLiiy^ (^ju J 2-8^4 ^jirjtri Ji 
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Aa (JSj ^ j .apwiib jk \m S.^U1J Cjlf^ JjS C) 

* ILLmi] 1 A^liiiah ^iJlilb 1^1 (5 -,>^1 

<J-4-atl* jV ^ (jj—oaiJ t>» ^ (>» D^J 

Ap-i^ (j>ia (^1-^ A-*J %AV tliiL c5^*.aa2 5^^ jVjJ 

(_PIa AjXuuS dilSj-wfi <>aju (2j>Si ^ J-^ ^ ili jliuiilt 

>1 .\fti Ai>.a‘i^^ .«^U ^1 ' c.iiliiui!^^ ^L(uJ<al U.J 

^yk * ■■-^ jV OJ^ ^ ® J ^aA^XjSil^! ^ 114 !! .Huai UJ 

eAA a^j^t Ua.j.Ia Ji .^j.WAlt tluIaSji .U CjlS aX-A 

^tioU Ji jjAjuQ IaIjII tJ^V C -hi a S J CJSj^S 

(JijiaS Jj-v-osk * jaLaa ili^ t-*lc- ( {]>» 

, ’ t>*J^ 

- ;; CjI^^ j c-ijljMaAfi iS.^ ^ ^JUaB ^ 

. t^iUfr / ‘iii# - “i 

* / (ibj J^A>* "■ ^ 

• jjJ) jS — i 

* J- jiB ol^ / (>iai jJl «-ij*^ — o 

i i fUjLua ( ( S JAUIB < ( jl^jA ^ ^J^.;kjl ^ ^^jul) cl^jUlwiB- — ^ 

• ^ UiJ>> ( ( UjS 

• ci jiLayi / cJ^^j — V 

a^lLwiB jtcilUkaali jl^ <^jUl jV jJ A i — A 

AjLuiB A-aA^ illjlS ^ 4-^^ Ajut^^^iXaS !l%Ta i,ij ^ L>-*J 

• (Jjlialb jIIB <rTitt TjSj UjaAu2 jalS AjL ^jI (^aJI j 
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Surcharge 

In an action the purpose of which the acquirement by the previous regime of cash/money, 
a surcharge was implemented on the cmde oil according to an understanding of the 
following details. 

First- Percentage of the surcharge 

1 . A decision was made in August 2000 requiring a surcharge on the shipments that 
will be loaded on ships starting September 1, 2000, the surcharge being $.10 per 
barrel for all markets. (From the middle oftheS*’’ phase until the end). 

2. The surcharge was adjusted starting with the 9’*' pl^e in December 2000 to be 
$.30 per barrel for the American market and $.25 for the others. (Continued to the 
end of the 1 1* phase) 

3. It was adjusted beginning May 30, 2002, to become $.15 per barrel for all markets 
(from the beginning of the )2'’' phase until the end) 

4. The surcharge was cancelled starting with the shipments that would be loaded 
September 2002, the begimiing of the 13* phase. 

Second- Refinery owning oil companies 

When the surcharge was instituted during the 8* phase, the responses of the refinery oil 
companies (Total, Alfi Petropras, Agipi, Repsol, OMFI, Teprash, and others) was their 
unwillingness to pay because it contradicts the laws of their countries and the resolution 
ofthe United Nations. And because they were told about the surcharge payments in 
August for the shipments to be shipped September 1, 2000; those companies were to be 
nominated to buy oil for September and the following months ofthe 8* phase. Their 
unwillingness to pay was overlooked. In agreement with the Minister of Oil, they were 
told to continue loatog shipments to continue execution ofthe program. And so, these 
companies continued loading until the end of the 8* phase by December 5, 2000. 

Dealing with those companies stopped during the following phases until the surcharge 
was cancelled on September 1 , 2002, when it became necessary for Iraq to deal with 
those companies after the delays in shipping and the decline of the amounts of exports 
became an all time low. 

Third- Othar Factors/ Personalities 

Companies and other entities (that do not own refineries) agreed to pay the surcharge, 
and dealing with them continued after the 8* phase. Althou^ some of these companies 
declined to pay the surcharge during the 8* phase because they were told ofthe 
shipments that will be shipped on September on a late phase, and they had already sold 
their share of the oil to other companies before they had been told about the surcharge. 


Fourth- Collecting the surcharge 
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The only way to guarantee payment was pemonal guarantee (or word), and there was no 
other way to force them to pay because of the sensitivity and secrecy of the operation. 
But, with the continuous efforts they were able to collect $228 million of $263 million 
owed (which is 87%). This was using different methods of payments, including paying 
with cash at the Iraqi embassies because those companies were afraid to pay at banks 
because they did not want to be discovered or legally liable. 

About the amounts that are still owed to us, which total $35 million, some of those 
companies refiised to pay as we explained in paragraph 3, and some of them wanted to 
keep the money and expected they would be forgiven for payment. (Keeping in mind 
that the efforts to collect the money continued until the present circumstances). Most of 
the money collected was paid in the following banks and locations: 

A1 Ahli Bank/'Oman 

French bank/ Lebanon 

Sardar bank/ Lebanon 

Iraqi Central Bank/ Baghdad 

A1 Rafidayn Bank/ Baghdad main branch 

Iraqi Embassies (Moscow, Athens, Cairo, Ankara, San’aa, Vietnam, Malaysia, Rome, 
Vienna, Damascus, Geneva) 

Company of Wasil and Babel/ United Arab Emirates 

An amount of $840,000 was collected through giving the ownership of a house to the 
Iraqi embassy in Moscow; this house was used as an Iraqi school (the amount Mr. 
Gemowisky owed was paid with his house as a substitution because he claimed he could 
not pay wito cash). 
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Translation answer to Mi. Z 

Embassy of the Republic of Iraq 
Moscow 
No. 464 
15 Dec. 1998 

ToMr.Z 
Leader of LDPR 

Dear Friend: 

In answer of your letter address to Mr. Tariq Am, Deputy Prime Minister of Iraq, I have the honour to 
convey to you the apology of the Iraqi side that Iraq cannot do any deals wilh American companies with 
sincerely 

Dr. Hassan Fifahmi luma 
Ambassador of Republic of Iraq, Mtscow 


1 Permanent Sirhrnni, nlKee on Invfstigatinnt 

Bayoil Diversions Report 
^ exhibit #24 
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